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HYDRO ELECTRIC INJUIRY COMMISSION 


Parliament Buildings, Toronto, 
Tuesday, 10th October, 1922. 


NIPIGON SYSTEM 


PRESENT ; 
W. D. GREGORY, Chairman 
M. J. HANEY, Commissioner 
LLOYD HARRIS i 
Jo As ROSS 4 
R. A. ROSS M4 
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J. H. W. BOWER, Secretary 
¥. W. WEGENAST, Legal Adviser. 
ewer talus a are lar o 
SIR ADAM BUCK, 
_ HON. I. B. LUCAS Representing the Hydro- 
We W. POPE Electric Power Commi sad on. 


R. 2. JEFFREY 


F, R. MORRIS, X.C., and 
MAYOR EDMESTON, 


Representing the City 
of Fort William. 


eee See eee ee 


ow me & OF 08 me ee oe mm oe ae we we et ee we ee 


HON. I. B. LUCAS, Examined . 
THE CHATRMAN; Mr. Lucas, the question raised by 
Sir Adam eck the other duy when he took the ground that 
the Government should bear the deficit on the Nipigon System 
because it was responsible for the development being mate at 
Nipigon, the additional Gevelopment, widens out the scope of 
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You desired to say something the other day on the 
subject of the Great Lakes Company, and we gaid it could be 
put off until a future time, However, there are some 
questions I want to ask you on the subject, and I expect 
you will be able to enswer them all ? 

A--I haven't refreshed my mind. It is only a matter of 
what I may have in my mind. I don't. pretend to carry all 
the details in my mind. 

greMr. Lucas, you were Attorney~General in the Government 
of Sir William Hearst from what time ? A--1914, 

j--Unt411 the end of 1919 ? A--Yes, 

Q--And you were a membe x of the iydro-Blectric Power 
Commission of Ontario during what time ? 

A--During all that time, 

Qe-Then you were & member both of the Government and of 
the Hydro-Zlectric Power Commission during those five years, 
or rather more than five years ? A--Yes, - 
 Q--Was the deficit of the Hydro in connection with the Nipigon 
system greater because they went to Nipigon than if they had 
gone somewhere olse? A--Just repeat that. 

Q--Did the going to Nipigon make the expenses of the Hydro, 
and its failure to make a profit, or as much to pay the cost 
of the undertaking, greater than if they had gone any other 
place? A--Well, to put it shortly, it means this: That 
the Hydro-Hicctric Power Commission made a dé ve lopment 
anticipsting a pulp contract. They have a deve lopnent 
there now with power, roughly, I think, 3Q000 hep. eyeetable, 
or could be quickly made available, and they are only sel ling 
10,000 or 12,000 hep. ‘If the pulp contract had come through 
the Hydro would be in receipt of, roughly -- if they took 
the 20,000 hepe and lived up to their original contract-~ 


| $300,000 a year extra revenue for tho Hydro from power now 
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available. That is the very simple statement. 

Q--But if they had gone to some other place and made a 
development there and not gone to Nipigon at all, wouldn't 
there still have been a deficit ? Would they have been more 
likely to get a contract at one place than at the other ? 

A--I haven't in my mind at all the estimates as to power 
available, or ag to the cost of power at Dog lake. I haven't 


as I say, anything like that in mind. I only have in mind 


the present development at Nipigon is losing roughly a 
thousand dollars a day bocause they are short a thousand 
dollars a day revenue, from a pulp contract that the Hydro 
might reasonably oexpeot to have had. 

i--What I am trying to get a$ is this: We are told that 
the Government should bear this deficit, and I understand 
it is claimed thst the Niplgon development was made owing 
to a rejnest by the Government that power should be provided 
for a pulp comnany, isn't that so? A--My understanding, 
and I heard read the documents refarred to by Sir Adam Beck, 
was that the Heurst Government hai adopted the general broad 
policy that in any development of the Nipigon they must do 
whatever was necessary to do to provide for the requirements 
of the pulp mill, and, on thet basis, they made an expenditure 
that perhaps otherwise wouldn't have bedn justified, in having 
that power available. 

Q--Did the Govornment require them to go to Nipigon at all? 
Didn't they vo there of their own free will ? | 

A--Oh, yes, but the Order-in-Council uuthorizing the 
development wis an Order-in-Council authorizing the develop- 
ment by the Hydro at Nipigon. The Government says you must 
develop on a soale that will take care of the pulp require- 


ments of that country. 
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’ the Commission itself? ? A--No doubt of that. 

Q=--So that the request for the Nipigon development came, 
in the first inatance, not from the Government but from the 
Commission itself? A--No doubt of that. That is, if the 
Commission had recommended a a: velopment elsewhere the 
Government would, no doubt, have been guided by their advice. 

ge-They went to the Government and they presented the 
agreements with Port Arthur and Fort William agreeing to 
pay for the cost of power developed in that undortaking, and 
they recommended that the development at Nipigon be authorized 
by the Government ? A--No doubt abott that, 
| 4--Well, now, in what respect would the development have 
cost any less if this pulp limit hadn't been thought of at 
@LL? — _ AewYou mean if there was a more limited 
development 7 

4--No. Supposing nothing had been said about this Carrick 
agreement, and the necessity of providing power, would the 
cost of the Nipizon development have been any less than it 
is today? A--That is an enginesring question which I am 

not in a position to answer. : 

Q-~You cannot so answer upon it, as to whether the 
expenditure would have been less? A--NO. 

age--And I presume you did get 2 report on it ? 

A--I have no doubt there were reports. 

Q--You were a member of the Commission. Would the 
Commission recomuend a development of thet size without a 
report from the engineers ? A--Oh, no, there would be reports 
from the engineers «s to the deve lopment. 

Q--And did the engineers point out that owing to the pro- 

vision having to be made for thia pulp industry the experses 
would be grester than otherwise? A--I camot recall those 


reports of some years ago, but I have no doubt there are on 
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. file reports from the engineers showing the contemplated 
development, showing the prospective power users and the 
cost, | 

Q--Were the Groat Lakes people mentioned as prospective 
power users in the report of the engineers? 

A--I cannot recall that. As to former reporta, you will 
naturally understand that dealin, not with hundreds but with 
thousands of reports, one cannot recall the details, 

y--But this was the second most important development? 

A--Yes., Wheat I nave vory cleasly in my mind is that there 
wes much negotiation with the Government. There was much — | 
negotiation with the Government backward and forward, 
between the Government and the Hydro, endeavouring to 
get the Hydro a firm contrast from the Great Lakes, 

a-~Yes, but I sm speaking now of thease estimates, if the 
Hydro had to go to grentcr oxpencditure on account of 
providing for tho power required by the company? Surely 
you must have informetion what thet extra cost would be? . 

A--I never had in mind anything but this, that there 
was no other power available for pulp concessions in the 
Nipigon district they the Hydro, as & member of the Hydro 
Commission, and, as & membor of the Government, I have never 
had in my mind anything but this, that the well-settled 
policy for those who get pulp concessions would he to compel 
them to use Hydro power, because there was no other power, 

4e-Well, yes, they would be compelled to use it, not 
by contract but on «coount of she conditions which prevailed 
e m that district, there was no other place to get it ? 

aes far as the Great Lakes was concerned, there never 
was any doubt in my mind but thut thsy wero to take 
: power from the Hydro, they were to get it at cost, and 
that is shown in the correspondence and negotiations. 


Q--This is wnat Sir adam said to us the other day: Fs 
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"The Government is responsible, morally responsible 
for the deficit on account of the operation of that plant, 
owing to the fact that we were definitely directed to 
provide power for this pulp compart. to meet the demand 

of the pulp that would be sold from time to time by the 
Government. The Government diradted us to install a plant 
sufficient to take care of this comoany's business, making 
available 75,000 hep. ultimately," 

Do you agree with that ? A--Well, I stated the way 

I would state it a few moménta ago. 

Q--Do you say that is a correct statement ? 

A-»I haven't the advantage of having the reports before 
me, but what I do state is that both from my knowledge ag a 
member of the Government , end from ny knowledge as a member 
of the Commission, the development at Nipigon was justified, 
an@ justified only, upon the basis that the men, the Great 
Lakes Company, or those who might later get concessions 
would be compelled to take Hydro powex edther by contract 
or by terms under the concessions as to future sales. 

Q--But Sir Adem says further: 

"The Government directed us to install a plant 
sufficient to take care of this company's business, making 
available 75,900 hep. ultimately -- " and so on. 

A--Well, I think the Government of Sir William Hearst 
definitely stated thetr position that in any development at 
Nipigon they would require that development to be ona ~ 
Scale that would take care of the Great Lakes pulp trade. 

a7-That is as far as they went ? A--Well, that is my 


recoilection now. As to what negotiations may have taken 


place between the Premier and Sir Adam Beck 


further I don't recall at the moment. 


Q--and would the cost of the development at the Nipigon 
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have been greater than the cost of development at Dog Lake ? 
A--Well, az I stated a little while ago, I haven't in mina 
the estimates at Dog Lake. I can only put that in a very 
general way, and that is, that the capacity at Dog Lake ig 


limited. I cannot even anproximately state what the capacity 
is now, but it is a limitod capacity, and e development 


there could not be reasonably expected to take care of the 
future requirements of Fort William, Port Arthur, and the 
pulp industries in that country thst might reasonably 

be expected to develop. 

Q-=Did the Commission go to Nipigon and make the develop- 
ment which it did there because of the prospective future 
requirements of the Great Lakes Company, and if it hadn't 
been for the Great Lakes Company would they have developed 
at Dog Lake ? A--I connot tell you that again except in 

my own way: That, as a Hydro Commissioner, I never had in 
my mind any other shared att in pursuence of the policy 
of the then Government, the pulp concessionaires would be 
required to take Hydro power, and that the gmneral policy 
was thet the development must be on 2 scale thet would take 
care of pulp requirements. 

HON. MR. RANEY: Q--Might I ask you, Mr. Lucas, that 
being so why did your Commission not see to 1t that the users 
were put under an obligation to use Hydro nower before your | 
Commission besan its devclopment ? 

A--Well, I think the records will show, snd again I am 
speaking from recollection, that dovm through a petiod of 
months, and perhaps longer, ve.y serious offorts were made 
by the Hydro to compel the Groat Lakes peovnle to sign a fkrm 
contract. | 

Q--Quite so. A--They failed to do so, but, at the game 


time, they were receiving instructions from the Governne nt 
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that in whatever development work was going on it must be 
On such a scale that will take care of the pulp requirements, 

q--quite so, Mr, Lucas, I am aware -- and evorybody is 
aware -- that those effprts were made but they came after 
a large expenditure had been made, after the wholé plant 
had been laid out, and the scheme of development had been 
adopted ? A--An obligation. 

Q--My question is, why didn't the Commfbssion not stay 
its hand in the matter of expenditures until if had the users 
bound to take the power ? A--My answer to that would be 
this -- and I am only speaking now not from a definite 
recollection of what passed rather then what would naturally 
pass in my mind, and that is this -- that the pulp concessions 
if you are speaking just of the Great Lakes -~ had to take 
Hydro power. There is no other power except that which is 
controlled by the Government, and the Government were directing 
a development on a scale thut would take care of the Great 
Lakes. The Government controlled the situation, because 
they would have the only available w&aterpowers, and the 
Government, therefore, had the big stick with which to make 
this company carry out its reasonable undertaking, even 
without any red seal on the contract, 

Q--No, no, but you wouldn't have your price determined, and 
you didn't have anything signed by the Company. You didn't 
have a promise by them even to accept your standard form of 
contract, to say nothing of the price. You didn't have 
a& contract from them to take power from you? 

A--We didn't have anything, nothing at all from the Great 
Lakes. 

4ce-The juestion is, you were proceeding with the develop-— 
ment on a scale to take care of the requirements , and you 


wouldn't have proceeded on tho scale on which you did proceed 


th 90. aatos ‘ale 07 ‘to vi : eveb tere ofedw ak Ha 
08 * qiig oft Yo et89 ated fLtw ee nie ea 8 
. bas = issih mR t aeons as 


, cnr ‘Bilodw ott “ete per ood fst ven basin oy 
“need feat - tnoerto Loves to areas og ‘bas THO Atel need 
Ps wwoitess {do n= be 

ate ‘ton ro Le adsmaned od? + bth “ashw oe lari a 


ged & mork tom wor daria fi. Tt baa ass 
ello? an S.Lsiow. dedi chit content heeeng desir to wobioot.e 
solaaeonod qian. edit! dad =~ abdt ai teadt fess , ben tit Ww ak a | 
oa di had =~ aosed ‘deo out %o text pathainoge ors Woy th 


et dotdw tad? tqenxe Kowog Wien on ne oweat aero O76 2 


tion’ ‘eae Yc e%tso oat Sisow ong okaea & 9 > tir 


net 


sausood: otheautio ie hithiciine Aseus0ved edt | 


ih: 


” eld Bite eS tovogrotiw ‘sidaltava tice ont ered hinow or 

een oF doinw stiw 3 Motte aid ast bail ototetons - » dradirtov ve 

F pas srtealte bry ofdanosnn' agi Fuo Yuta Wate ® aby 
| etoantse o ond 1% fsea hey vane twodttw oe 

Bae auelaasbin soita TWO ova tab ino soy kad , Ont lhe ca 
$3 hts sot .Yternod eds yd bongke aun pitas aren th abtb us! 

Yo mrt | hisbiata 100: tysoon ot move mod? yd. ovimorg s avi vi 

‘evel o' bib vox saolte oA to grlddon - yaa ot © iosutaoo 
THOY work owoy erlot oF mod ae tosxdaoo a 

taser ene mort [fs ¥a gatkavoa «rts Peres eved +! mots re | 

Th ar i | + spate 

pss atiw gtthoooorg etow soy ,al #0 At wo a adToe ) 


Pa ‘ . { 


«BOY bees ‘ ston thy pet ont To omso sed ot ofsea 8 xO dao | 


o artis 
A Ly ne: 
heooose DEE BOY * sl “eto ofsoe ott no babsooe oe “e red aa 


f jh : DOW 
fuses ie a: : pa on a A " ye Mp: a ad 


a a oe 


ae ee ee eee 
P , 


~735~ 
i{f you had not had in contemplation the supply of power to 
those users, and that being the case why did the Commission 
not stay its hand in the expenditure of money until it had 


those people bound, they being anxious, according to the 


correspondence, exceedingly anxious to make a contract all 

the time ? A--Well, I can only repeat the answer I gave 
before, that is, that the Government of the day controlled 

the situation at thet time, They had correspondence and nego- 
tiations under which this Great Lakes Company gave up whatever 
rights they had to the Nipigon developmont upon an understand-~ 
ing, whether legally binding or not, that the Government it 
would make available for them, through the Hydro, power at 
cost, and I never had any doubt as to the ability of the 
Government, under those conditions, to compel that Company 

to carry out the undertaking on the understanding as stated 

in that correspondence. | 


Q--If there was no contract at all 7? A--lf there was no 


contract at all . 


j--The Courts, you see, have decided otherwise ? 

Ae-No, the Courte didn't decide that. 1 goid the Government 
always had in their hands the necesiery means of compelling 
that company to live up to its undertaking in the letters, 
because there is no other power evallable. 

Q--Then who would fix the price they were bound to pay ? 

A--The price is fixed at Coste 

Q--Now, you see, isn't that absolutely wrong. You put a 
price on this power now that will cover the cost, and you 
have a price that ie absolutely ruinous under which those 
people cannot possibly carry on, a price of ¥60. The 
price today is absolutely prbhibitive? A--Well, if they are 
getting it et epst they are getting 4t as cheap as they could 


make it themselves. 
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THE CHAIRMAN: Q--Mr, Lucas, you said that the policy 
of the Government was that these pulp companios shoula teke 
power from the Hydro, I understood you to say? 

A~-That was the broad Government policy, aS I always 
understood it. | 

t--Well, I do not think that applies in the case of the 
Great Lakes, In the sale of the limits to the Great 
Lakes the first stey was the advertisement of those limits, 
Why, if you say the successful tenderer was to take 
power from the Hydro, did you not put that in your advertise- 
ment and make it a condition, that the Succ: ssful tendérer 
should take power for development fr m the Hydro at cost, 
or in any other way ? 

A--You, of course, know, Mr. Chairman, that the sale 
of those limits was not in my department, and I an only 
Speaking from memory on those matters. I am only speaking 
from & general recollection in this connection. 

(The Chairman reads advertisement re the sale of limits 
in 1916) | 

THE CHAIRMAN: The time for receiving tenders was, I 
think, about the ist of December ? 

A--1916 ? Oe ube 


TSE 
2°-1916, when you were a member of the Uvdro-Electric 


Power Commission and also a momber of the Government 7? 
A--Yes, and at a time vhon the Ninigon was not authorized 
or underteken by the Hydro. 
a--No. A--My recollection is that that lease, the right 
to develop the waterpowers on the Nivigon, was given up. 
a--I am spesking now of the Sdve~tisement, . . . ne Mey 
: that was the general policy of the Government to make then 
a take Hydro power, that they gave then this lease ? 
a A--I am just leading up to that. That is a policy adopted 


i» 


_ subsequent to that date under which the right to a devolopment 
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at Nipigon is withdrawn, it is taken baok, 
Q--But the development by the Hydro there was a mattor 
of public discussion long before that . 
" A--Before 1916 ? | 
Q--Yes. A~-Thore was nothing authorized thm. 
Q--The municipalities had voted on the agreement 7? 
A--There was no development at Nigigon authorized at that 
time. 
j--Wasn 't the Hydro actively interested in the water- 


kK emcee ED CALI LOOLE LDA IEL AOA A APL ELE CL LIOTTA AEs 
power there at that time ? A--There was no development 


emeontnrree sane 
aargerensa mn neena nen 


oe a an 
authorized for re year, or perhaps: two years: alter thate 


ee 


g--And no development. ‘a@isoussea there ? A--There may 
have been much discussion, but nothing authorized and nothing 
decided on, 

j--Hadn't this very materpower at Cameron Falls been a 
IMatter of publie discussion between the private 
concessionaires and the City of Port Arthur ? <A--I don't 
know anything about that. 

Q--Waen't your Commission itself concerned that it 
should be ? Ae-"hat I do kmow, ir. Chairman, and what I 
thought I made clear, is that at that time there wes a pulp- 
wood concession sold with the risht to a private development 
of the waters of the Nipigon; gubseduent to that, what I 
have said, the broad policy of the Hearst Government was 
adopted to have this waterpowo? of the Nipigon developed through 
the Hydro for the use of thesse towns as well as for the use 
of the pulp industries , and the development of the pulp ae 
lands which were held by the Crown, and that, subsequent to | 
that pce th:.re couldn! t be any Nips gon development. 

q~-Wasn t the matter undox consider..tion long before that 
advertisement, esni didn't the Government know thai the 
Hydro-Blectric Power Commission had agrecments with Port 


Arthur and Fort Williomw to supply thom with Hydro power 
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before that date ? A--No doubt they knew of the dis- 
cussion, but there was no decision. It might have been 
the development at Dog Lake at that time, or it might have 
been something else at that time, but there was no develop- 
ment authorized at Nipigon until a yeur and a half rea or 
more. ; 
a--Wasn't the Hydro itself especially concerned with the 
Nipigon davelopuent? A--I think the Hydro was a strong 
advocate of the policy of a large public development to take 
care not only of the tow or cities but of the pulp indus- 
‘tries of the distriot and, no doubt, the Hydro -- although | 
I camot at the momant recall any such thing -- presented 
those views to the Government as to the Nipigon development. 
jerknd didn't you, as a member of the Hydro-Rlectric 
Power Commission prescnt this view to the Government and in- 
sist that the waterpowers should be kept freo for the Hydro? 
A--I don't at the moment recall any diseugsion at all, 
but I have no doubt that, on many occasions, a number of 
matters in connection with this development were discussed. 
a--We were told up at Port Arthur the other day that when 


they were considering the development of rower at Nipigon they 


communie:.ted with Sir James Whitney and he wired then that 
the waterpower there was free. That was years before this, 
and then afterwards, there was a concession made to 2 man 
naned Marke ? Ae--I haven't the history of theso various 
nerotiations. | 
Q--I have here the minutes of your Commission of December 
19th, 1916. ‘hey read as follows: 
"Proposed agreements with the Municipalities of 
Port Arthur and Fort Willium were presented and noted, 
In this connection the Chairman called attention to the 
newspaper clippings quoting Mr. Carrick as claiming the 


Nipigon power rights in connection with the pulp limits 
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"recently taken over by him from the Government, 
Commissioner Lucas assured the Board that the lease 
and option in connection with the Nipigon Power situation 
had expired and the rights now rosted in the Crown," 
A--I have no doubt that is correct, I have no personal 
recollection of it at the moment. That would be in 1916. 
w--Yes, 1916, December, 1916. Now, if the Government -- 
as you assured them -- had got all the rights of that water-~ 
power in its own hands, why did it at once place it out 
of its hands and place itself under an obligation to Carrick 
to let him have that wate rpower ? A--That i158 1916 ? 
a-*That is in 1916 ? A--Then subsequent to that the 
record shows, does it, that there was a lease to Carrick ? 
Q~--Yes. A--Subsecuent to that ? 
Q--Yes. A--Well, as I said before, I haven't the history 


of those leases in my mind at ell. If I had the recoyvds and 
files before me -- | 


Q--You see it was brought up in your Commission, specially 


mentioned by your Chairman, and yet the Government then 
proceeds at once, having got it back into the hands of the 
Crown, to put it out of the hands of the Crom? 

A--I have no doubt at all that that was stated there, 
and it is in the minutes, end at that time it was back in 
the hands of the Crown. Subse: uently, the then Minister of 
Lands and Torests, I suppose it was, who granted the lease to 
him -- I um not familiar with the details of it -- 

i-*I presume all these things were discussed by the 
Government? A--I have no recollection of the discussion, 
although no doubt they were, | . 

qd--You knew that this was going one aide being a member of 
the Hydro-Bleotric Power Commission and Attorney-General 
of the Government felt it your duty to sce that the public 


rights wore protected, and thst the Government, having sot 
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thet waterpower back in its own hands kept it there ? 

A--As it turned out there was & subseyuent lease given 
to Marks. | 

Q--Wel., Marks got one and Carrick got the other, and 
they subsequently assigned their rights to the Creat 
Lakes Company? A~~And then, subse;uent to that the 
Government got the lease back again in their hands , 

d~-Yes, then the Covernment » having given this property, 
having given the rights to this waterpower to Marks and to. 
Carrick,saia, we shall have to see that, if you have thie 
waterpower -- Meuning Hydro ~- they are provided for, 
Why did 4t ever put itself in the position in which it put 
itself, giving the Nipigon rights to Marks and Carrick? 

A--The simple answer to thet is, that the Nipigon was then 


under private le.se to the Great Lakes interests. 

Q--The N°pigon, oh, no, never was ? A--Which the 
power rights ? 

~w--Yes, never to the Great Lakes ? A--fo the Great Lals 
interests, those who had aasisned. 

Q--You mean Carrick and Marks ? A--¥es, they assi ned 
their interesta. 

4--Carrick and Marks were the successfuk tenderers ? 

A--They subsequently became the Great L&kes, ind the 
Great Lakes became entitlec ihen to the CarrickeMarks rights. 

Q--Mr. Wegenast pointa out the assignment to the Great 
aes did not take place till long afterwards, = year or two 
yoars after this time 7 Ae-I don't see what bearing that 
has on ite 

a--I don't see that it has any particular bearing? 

A--The 014 policy, pursued by all Governments up to that 
time, was to sell the pulpwood concessions, eni to give them 


the rights of private waterpowex development. They pursued 
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that policy up to 1916, and again apparently when the 

Great Lakes, Pic and Sturgeon Limits were sola again that 
old policy was pursued of allowing the vrivate pulp 

- concessionaires to acquire and develop the waterpower,. 

‘Q--You Imew it was a matter of great concern to the 

Commission, something that had been taken up by them, and 

you gave the assurance, to the Commission, that it was still 

in the hands of the Crown? Aq-SCiT) in the hands of the 


Crown. That would be the vosition then. 


(a--Why was that policy adopted -~ A--What policy ? 
Qe-The policy adopted in 1 the tettor from ‘Sir ‘Willian Hearst. 


You see, first of all, in September you assure the Conmisaion 
at the rights of that waterpower are ‘still in the hands of 


the Crow St A--I dian’ t enunciate | any Government. policy, 
“QreYou were the Government member of the Commi ssion? 
a--There is nothing in the minutes to show the policy, 
aubsequent to that date. All that minute shows is this, 
that, at that time, the Nipigon River is held by the 
Government admittedly, and beyond any juestion. Subsequent 
to that time these limits, following the policy pursued for 
all time in this country up to then, tho limits were sola 
subject to the réght to secure a waterpower lease, and 

| the usual conditions were given, ond the concessions carried 
] the right to a waterpower lease after it hud been sold. 
No doubt nepotiations were carried on between the Hydro and 
| the Government. A new and comprehensive policy, a broad 
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policy, was then adopted by which the Nipizgon and ain 
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it the right to development on th © Nipigon, the Hearst 


ee, 
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Government policy which required the Hydro EO) £0 on and 


eee SA RMON 


develop at Nipigon, and +; take sare of pulp Fequircnenta, ws 
adopted. The Hydro wore ins structed to develon on that 
scale. With that in their ming they aid &oO on and aR 
the Nipigon, and, for reasona I am not prepared to discuss, 
that contrac: did not come through, and thre is a loss of a 
thousend dollars-a day. If we had that contract there 
would not be a loss of a thousand dollars a days 
a--We are getting a little away from the point, that you 
mew in December, as a member of the Hydro~Rlectrie Power 
Commission -- —-Ae-December 7 
Q--Decemboer, 1916, when you knew that they were trying to 
develop at Nipigon, then wouldn't it have been better, 
when the Hydro were considering the development there, 
insteaf of handing over the waterpower rights to Carrick 
to have adopted that policy ? A+--You accomplish the same 
thing, you get your power. 
g--You place yourself under a direct obligation to make 
power, whereas if you had that in your own hands you 
wouldn't have been under any obligation ? 
A--Anybody could buy pulp concessions without an 
undertaking from the Government to mike power available. 
Q--Yes, but the Government might have put a clause in 
that, when it knew the Hydro was xlready wigning agreements 
for the development of power there, saying they must take 
power from the Hydro, snd, in that way, they would not have 
put themselves undcr any Obligation whatever in respect 
of that watexpower. A--You mecn they could have made 
it a term of the contract ? ; 
 ye-Corteinly? A--What I soy ig they did mike it, to my 
mind, although, as it has been pointed out the Courts held 
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it wasn't a legally binding Saeat The ey dic, by 


correspondence, make &t obligatory, as it were, on the vart 


of the Great Lakes to tate power at cost from the Hydro 


when it Wace available. 

Q--This is) what Ghey did, is it not ; They agreed 
with Carrick that he should have the waterpower development 
at Cumeron Wal Is, Then Sir Adam Leck went to them and said, 
we have been negotiating, we want this power, we are dige 
cussing development there, And they said you cannot develop 
there unless you will agree to provide for the Carrick 
interests to whom we have already jivon this waterpower, s0 
that when the Hrdro took over that waterpower it took it 


Subject to 2 certain obligation which wouldn't have rested 


upon it if it had not been éiven under this contract ? 


A--Under an obligation ? 


a-° Sir adem eck gaid it meant a large additional 


development which would not have been made if it wasn't for 


this obhigation ? A--They were to have the benefit of 


 @ large contract, which woulda mako power cheaper for 


Port Arthw and Yort William, and cheaper for the men who 
“Was going to manufacture pulp. 


Q--This is what Sir William Hearst says in his letter 


BY +6 Mr. Pope; the letter is dated June 4th, 1918; 


" Mr. Carrick, as you know, does own certain fulp 
limits in the Nipigon country that carry with them the 
right to some suitable waterpower for the purpose of 
generatin,, the necessary energy to opcrate the plenta 
stipulated for in the concession. The Government was 
able to arrange with Mr. Carrick to release his rights 
to lease of the necessary waterpowers, on condition . 
that power would be suppliei to him by the Hydro-Electraeo 
Commission, and the Soverrment could not consider any 

- plan for the development of the waterpowers at Nipigon 
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"without provisi on being made to supply th: necessary 
powers reyuired for the operation of the plants demanded 
by the terms of the concessions in Hapiton: * 

That is page B86? A--Yes, juite, that is my 
understanding of it, md on the farther condition and 
obligation -- this wis helé by a Court not to be a 
legally binding obligation -- that they should take it. 

Q--Isn- t an agreement that isn't legally binding of no 
ae value ? A--That is, of course, where I 
say No. With some experience of Governments, and of 
concossionaires, it is not of vital importance, if you laid 
down a dafinite positive understanding, and if is 
perfectly clear what the agreemont was. The Government 
Eeetndng ways of making; them live up to that agreement when, 
as I have said, it was a formal documonf, executed and 
signed by the parties. Now, there wae 4 clear understand~= 
ing that this commany would take power at cost, and my 
only proposition is, that the Government could very well have 
Minie clearly understood, ani they are doing no injustice to 
anybody;: they could have enforced it, 
Q--How could they, under the contract ¢ There was no 
provision under tho nontneat thot they could eancel 1? 
_A--The company was bound to go on and build a mill. 
 y--When power was available , that is what you expressly 
PeoecaKd is A--The co-nany were bound to go on and build 
a mill. 
Q--They were not bound to go on. The Courts held they 
wore not bound vo go on ond build u mill under the sgreonent 
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constructed and the waterpower made availeble for thea? 


you? 
Q--No, I don't. A--Well, I have my own views, and I 
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think I conta 


that ry 


rofer to some doauments Which would support 


W-~ Well if you have any documents that 
that, Mir, Lucas, we 


would support 
would be vory much obliged if you woulda 
jet us have them? A-~The documents I refer to are on 


your file, and they are documents written by the Coun se] fof 


the Government, in which he points out, in several ways, that 


the remedy and means of foroing this contract is under 
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Clause 13, that thig company is clearly in default if en 


don't buida those mil, and take their power, you are in a 


REECE 


perfoctly safe position to cancel that concession, 
EO ee 


Q--It that 1s so then why dia the Hon, Mr, Ferguson, who 


= ee. .- 
Se ee ee 


was Minister of Lands, Forests ang Minos, write this letter 


dated January 31st, 1918, to Mr, Carrick? 


ee Oe ed 


"It is quite true that power 1s the crux of vhe situa. 


tion, and I realize, until this problem is Solved, it ig 


impossible for you to make progresa, 


a a 


Under these circumstances and until the power is 
Bivaiiable the Department cannot fairly ask you to make the 
other expenditures in connection with the erection of 
your plant." 
HON. MR. RANEY; Mr. Lucas made the statement about 
the letter written by Counsel for the es Might I ask 
to gee that letter? 
HON. Mik. LUCAS: They @er on file, 
THR CHAIRMAN: What letter is 4t, Mr, Lucas, ea letter 
% from whom ? | 
A--A leticr from Mrs Kilmer, dated Septenver Pind, 1922, 
‘Have you that letter, Mr. Chairman ¢ 
Q--Yes, Bir « Lucas. You heard tho extract from Mr. Ferguson's 
letter, which I read, that letter to lr. Carrick, stating 
that they should not be reguiread to begin dcyolopment until 


the waterpower is available? A--‘fhe letter of September Send 
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is my answer to that. se 
q--I am speaking of Mr, Ferguson's lettor to then, 
telling them that they couidn't bo required to develop 
until waterpower is available. Could the Government, in a 
justifiable way, have cancelled their voneession ? I won't 
press you to answer thw @nektdion if vou feel you cannot . 
answer ig * A--You are cndeavourins to lead me into 
what I don't want to go into, 
a--I want you to cloar this up, if possible? 
A--No, you are leading ease something I don't want to 
£0 into much sgainet my own will and judgment. I don't 
think I should be asked about this thing. I know I will 
be accused of talking politics here as to what the Government 
should or should not do. You are leading me directly into it, 
Q--This is e document which bears directly on the construe~ 


tion of the agreement that is in the hands of the Government. 


ee Oe ae He me te ee ot et ow 


SIR ADsM BECK: Mr. Chairman, may I interuupt? 
You asked me to be here this morning, and I would like to 


know whether it is your intention to enll me this morning 


- or not, so that I might go to the Arbé tration ot the City 


Hall if it is not necessary that I should be here just at 
this time. 

THis CHAIRMAN; It is dizficult for us to sgy, just 
at this monent, when the occasion would arise. I think 
you should be here, Sir Adaw, I understand thet the 

people 
Fort William/have somethin: to guy here. 

SIR ADAM BECK: Couldn't an hour be fixed? 

THR CHAIRMAN; Not very well. 

SIR a DAM BECK: When a witnoss is to be called, say, 


couldn't you guess at on hour ? 


THE CHAIRMAN: I cannot saz when we will get through 
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with Mr. Lucas. 
SIR ADAM BUCK: Well, then, I will have to ask you to 
. telephone me at the City Hall when you want me, because I do 
not think it 1s fair at all to the position I oceupy there, 
and the responsibility oantailed. 
THE CHAIRMAN: You must remember that we are trying 
to get through as quickly as possible. 
SIR ADAM BECK: I don't think we have delayed you in any 
WAY | 
3 THES CHAIRMAN; Not except last week, ami we want to 
oblige you as far as we cane 
SIk ADAM BECK: You are not obliging me, but I think 
there should be some rogard psid to the Counsel and tho 
Commission sitting on the Arbitration at the City Hall. I am 
glad to be hore whenever I am wanted; I am very interested in 
this evidence, and would like to hear it, 
THE CHAIRMAN; It is not that, but matters will come 
up waich wo want to ask you about, und we cannot say exactly 
when they will come up. : 
SIR ADAM BUCK: Will you tell Mr. Jeffrey or Mr. Pope 
when you went me und I will be here in five minutes, | 
THE CHAIRMAN; I cannot take the re ponsibility of say- 
ing when you wild be required. | 
| SIR ADAM BSCK: On behalf of the Commission, ana mysolf 
aS Gheairman, I desire to protest. If you went the facts -- 
and I believe you do --inconnection with this inquiry | 
into the Nipigon matter, and other matters, the Commission 
should be represented by Counsel who should have an 
opportunety of cross-examining aus you are doing this witness. 
i tried to do it the first dy I was here, and I was stopped 
ana told I couldn't ask iwestions until the witness had com- 


a pletoa his testimony. I vrotest ihnot we are not properly 
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represented, in my opinion, without Counsel anv ecaring for 
US. You are a lawyer yourseis., Mr. Chairmm. You have 
a Solicitor prompting you thero, snd you have Mr, Raney 
here, a lawyor also, asking questions of our witnesses, 
from whom we might bring out a great deal of evidence if the 
questions were asked by our own Counsel. 

THE CHAIRMAN: We will only be too pleased if you will 
bring out cil the evidonae bearing on this matter. It is 
your own Cownsel that is here as a witness. 

7 SIR ADAM BUCK: We want to bo represented by Counsel. 
We always have had Counssl on in,uiries of this kind until 
this one. 

THE CHAIRMAN; We represent the Hydro ourselves just a5 
much as any other intsrest heree 

SIR ADAM BSCK: I am not satisfied at all, if you osk 
me, With the aidericn that 4s being brought out by the 
witnesses that appear here. Counsel could ask questions 
that would make the evidence very clear, and that is all 
you have in mind, and all we have in mind. The facts would 
be brought out, and I say again that I do not think the best 
interests of all concerned in this inquiry are at all being 
served, as the matter is being carried on now without 
Counsel representing us in the proper way, bringing out 
gall the evidence that we e.n adduca . 

Un OHAIRMAN: We want to hear all the evidence, and 
we urge you to stay here. We do not propose to have time 
taken up by Counsel, 

SIR ADAM BECK: No, but you have your own legal 
opinion in these matters, You have solicitors prompting 
you, but the Hydro-Miectric Power Commigsion is not repre- 
sented in any way. 

THe CHAIRMAN; It is being represented by your 


Counsel, the Hon. lr. Lucas. 
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HON. MR. LUCAS: I am not appearing as Counsel. © 
SIR ADAM BECK; We want to be represented by Counsel, 
as we have in other inguiries, and until that is done I do 
not think you will have the evidence given in a satisfactory 
way. | 
THE CHAIRMAN: Ana we want you to give all the evidence 
you can, and we want you to stay here, : 
SIR ADaM BECK; I know you do, but there is only one 
Side esking questions, legal questions. As I say, you are g 
solicitor, and others are prompt ing you. 
{THE CHAIRMAN: Not at all. 
SI ADAM BECK; That is my imprasnion, 
THE CHATRMAN; If you wish any questions asked just tell 
us and we will ask them for you. | 
SIR ADAM BECK, I can tell you exactly why Dog Lake was 
Geserted, in two minutes, but I want somebody to cross- 
éxamine and bring those matters out. I will be glad to pay 
Counsel myself and sec that justice is done, but I protest 
and say that justice is not being done at the present time. 
THE CHAIRMAN: We want you to stay and bring out the 
evidenca We will ask any questions which you wish us to ask, 
and give you every opportunity to state the facts to us. 
| SIR ADAM BECK: You will admit that everything that 
could be done by humsn beings fas been done to make available 
for your Commission all possible information, but the 
Anformation and the facte are not being brought out as they 
would be if we had Counsel reviewing those matters between 
your meetings, and then bringing information that we want 
you to have. We fonnet want any pba tent on, but we do want 
the Patanaeion brought aut in a proper manner. Here you 
are talking ebout ¥40 power. There is no such thing. 
THE CHAIRMAN: We shall be very glad to heve you stay, 


Sir Adam. 
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SIR ADAM BECK: ‘Those witnesses should be examined by 
competent Counsel, and.in that way, the facts could then 
bp brought out. I ask again, and I believe that we should 
be allowed to be represented by 5 estate as I see it, and as 
all ny associates ond staff see it, but if you say it is a 
waste of time dnd you are not going to be bothered with it 
We must, I suppose, submit to your ruling. 
¥ THE CHAIRMAN: We have not had Counsel. You have no 
Counsel except Mr. Lucas, 
SIR ADAM BECK; You have the Attorney-General cross- 
examining, you have yourself, and others prompting you. . 
THE CHAIRMAN: Certainly the Attorney-General is here. 
The Attorney-General ig here ag 2 neces | 
‘ HON. MR. RANEY: TI am only here because I understood 
from the paper reports that Sir Adam, and others, had made 
certain statements as to the responsibility of the Government 
in connection with those matters. 
SIR «DAM BECK: Mr. Attorney-Genoral, if I am called 
to the witness box again I am going to ask you to be present 
to ask me those questions, sand allow me to exelain them. 
THES CHAIRMAN: [I am very sorry that you should go away. 
We foel you should stay here and ask all the questions you 


desire to ask, 
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HON. MR. LUCAS: You ure leading me, ag I said before, 
into a discussion which I have no desire to go into, and 
which practically is en argyment. 

THE CHAIRMAN: We are just referring to the documents, 

I referred to a lettcr from the Hon. Hr, Ferguson, the 
Minister of tanta “orests and Mines? 

A--And then you asked ne, if in view of Mr. Ferguson's 
letter, the Government could reasonably cancel the 
concession and, in that way, force them to ples power, and 
my answeb is to read to you the extracts from Mr.Kilmor's 
letter, acting as Counsel for the Government, of September 
22nd, 1920, His lettcr is before you, in which he reviews 
the circumstances, and reachss this conclusion; | 

"It follows from the above that, if the mill is 
not constructeé ani ready for operation in accordance 
with the terms of the original agreoment at the time 
when the power is actually available at Port Arthur, 

_ the grantee and his successors aro in default , and 

the Crovm will then be entitled to revoke the right, 

license or permit to cut, retaining sums paid to the 

Crown as liquidated damages for the breach. Attached 
hereto is a copy of the agreement of the 9th of May, 

1917, and the extonsion agreement of the 8th May, } 

1918," 

Now, I say that is not my onvinion, that is the opinion 
of Mr. Kilmer, Counsel for tho Government, that the Government, 
under clause 14 -- I think I suid clause 15 before -~ ce 

Q--That is, if the power is available ? A~-That is if } 
the power is a vad Tab Lek Now, the power was arvediat te" 


Q--But it wasn't available ? <A--Thoe power was available, ~ 


u if my recollection is correct, in December, 1920. ‘The 


engineers will tell you that, ond I think it is now available | 


and was available. my recollection is now, in December,1920. 
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Q--It isn't available, is it, even at the present time ? 
A--Yes, the engineers tell me it in. 
Q-~-How much power vas to be available ? 


A--Perhaps you had better ask that from the engineers. 


Q--That would arise under the agreement, I suppose, the 

4 agreement would previde the amount of power svailable? 

A--Why, Mr, Chairman, the whole trouble is that we have 

power available, practically available. It may be that 
there is a he ee to carry the power through, 

bet power is practically available, lying idle, and. 

that is the whole erux of the thing, and yet you are 

quibbling here saying thut the vower isn't there available 

when it is there available, 

_ Q--I think you will find there ian't sufficient generating 
capacity to supply them even today? 

A~--That is for the engineers to say, that is an engineering 

question. | 

4~-Surely the line is a very important part of the 

system? A--You wouldn't ask them to build a line to 

a plant that isn't in existence, and the first sod not 

turned 

| de--I don't Imow. Mr. Ferguson goes pretty far in his 

letter, He says that they shall not be required to buila 

until the power is there available for them. 

| A-~If you read Mr. Kizmer's letter, he considers that ig 

(9 very ridiowlous construction to put on the contract, 

‘There are other letters, if you wish me to read them, 

“supporting the same proposition, On September 13th, 1920, 

is, Kilmer writes after the Litication has commenced, 

after the suit is in Court, in which you were endeavouring to 

have & declaration that the comany was bound to take Hydro 

“power, Myr Kilmer writes a letter in which he says or 


points out that no useful purpose can be served by this 
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lawsuit. He Bucests dropping the lawsuit. His letter is 
at greater length. 

Q--I think when he wrote that he found thet what he had 
been relying on, that is, power available, couldn ' t be em 
established, and thet power was not available, and, therefore, 
‘he couldn't suceeed in the lawsuit. Ae-That is not what 
he says. In another letter dated September 24th,1920, he 
says he has investigated, and states that the Great Lakes 
are simply speculating with this concession. I om speaking 
now without the letter before me, and he also says something 
to the. effect that they had been offered a million dollars 
for the conoession, | 

Q--So far as you know, there is no evidence on which to 
Powe thet statement ? A--le says he investigated it, 
und he so reporta,. . 

Q--And when those people come here and offer to give 
assurance that they will spend a large omount of money within 
& certain time -- A--Mr. Kilmer szys he has investigated 
the circumstances, that they are speculating with the con- 
cession, Shat they are stalling for time in order to sell 
the concession, and, finally, having reviewed the circun- 
stances he says, in his letter, it is a matter for the 
Government to adopt their policy. 

ee iucas, you refer to the lack of bona fides on the 
part of the Great Lakes people. I think it is only fair 
to them to say that ir, Hellmuth, their Counsel, wrote to 
them at the same time, September 20th, as follows: 

"I am personally convinced of the bons fides of my 
clients, etc. eto.” 

A--That is the letter from the Counsel for the Great 
Lakes. I have read you the letter From Counsel of the 


Government. 
Q.°-30 we have both sides of it. A--And Mr. Kilmer's 
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letter of March 15th, 1921. 

Q--I think they did follow kir., Kilmer'’s advice and the 
Courts decided against them ? A--No, tir. ‘Kilmer aavinal 
withdrawal and discontinuance of the suit. Me said they 
are not conductin;: it in good faith, withdraw, you have 
the remedy in your own hands. On March L5th, 1921, after 
the litigation was at an end, after there was judgment 
declaring that the Great Lakes were not bound to take Hydro, 
lir, Kilmer, Government Counsel, wrote declaring that the | 
Great Lakes are not bound to take Hydro and points out that 
the judgment helps nobody, there is no other nee available, 
and the Government can force the issue, and while the Great 
Lakes conctruotion of the contract is absurd still, on their 
own construction, the Government are clearly entitled to 
cancel the conoesaion. 

That is my answer to your question. 

2--Have you read the whole of that letter of Mr. Xilmer's ? 
. A--I haven't it before me. I have read them, but I 
haven't them here. a‘ 

Q-el think that reading it altogether would perhaps give 
one & better idea of it than just reasiing the extracts from 
it? A~-There are mine pages of those letters, and they 
are there for the Commission, and that is what I say, you 
are leading me into en argument rather than a discussion. 

Q--Well, we are just asking you questions about certain 
concrete frets wiich are presented to us, certain dacumentsa ? 

A--You may huwe a different interpreta:ion to put on them . 
than I have. | | 

J--We are trying to hesr your interpretation so that we may 
be guided to a right conclusion ? ' A--You see what I am 
¥ gotting at, Mr. Chairman, is,- at least my case is that 
they were ordered to make this construction by one Government, 


that is elear, and the Government didn't come through, and 
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where the fault lies is not for me to debate. 
Q-~I have here an opinion of Mr. Kilmer's dated 12th 
May, 1920, Mr, Lucas, shortly before that in which he goes 
over the whole question. That is before the action was 
brought, you know. ‘This is the opinion of Counsel in which 
he says; 
"The next question is as to the obligation of the 
company to take from the Government through the 
Commission, at cost, the power for its undertaking. In 
“our opinion legislative or executive action to enforce this — 
obligation would not be justifiable.” 
A--He evidently changed his mind after he had gone furthor 
into it. 
| Q--It would make things clear if I were just to read that 
letter. This is written after the action had been brought. 
This is a letter from Mr. Kilmer -- | 
_A--Mr. Chairman, you see how unfair it is to me, because 


it puts me in the position of debating this  .uestion. 


Qenlir. Lucas, you said distinctly that the Government 
should have begun action, or taken action to cancel 
this concession? A--No, I didn't . You read Mr. Ferguson's 
letter, and then you say how can the Government or unyone 
take action after that, and I read you Mr. Zilmer's letter 
tn reply. 
« 3--Yes. You took the ground the other day thst one 
reason why this company was not buying power from the Hydro 
was because the Government hadn't cnforced the rights which 
it had to compel the comnany to take nower, and that, 
Y of course, raises the question as to whether or not the course 
is advisable, A--I do not want to debate that, as to 
where the fault lies, but my point is that the Commisai on 


wers directed to make the develonment to take care of a 
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ad | 
_ company that had not then even turned a sod. 


: --This is the letter written on September £4th, 1920, 
q from which you have been quoting, addressed to the 
a Attorney-General: 
| "After the receipt of yaur instructions to discon- 
tinue the action against the Great Lakes Pulp & Paper 
Company, Mr, Hellmuth oalled on the 20th instant and 
intimated that he had heard a rumour that the action 
was not to be proceeded with. ae, said thet he proposed 
| to resist all determination of the action in any other. 
way than by trial, | 
There are three courses open to the plaintiff - 
. first, to move for leave to discontinue under the rules, 
¥ second, to refuse definitely to proceed with the action 
but without discussing, third, to let the action proceed, 
but fo delay it ss much as possible, With regard to | 
the first two of these courses, the defendants may cause 
trouble. As to the first by asking for leave to discon~ 
a tinue the plaintiff will submit to the rule as to dis- 
continuance under which terms may be <mpcuee Taael as 
the issue of a fiat for an action by the defendants 
covering the same subject matter. As to the second course, 
4 the defendants might pass the record and set down the 
action for trial when it woujd come on the peremptory 
list in the usual way. It would be necessary then to 
appear and say thet the plaintiff did not desire to 
proceed. There are English authorities in certain special e 
actions to the effect thet the Attorney-General has this 
right, put it io not clear that these are applicable or 
would be followed here, If, however, the Judge 
decided to proceed with the hearing, the only course 
would be to tian ee and judgment would then either be 


entered on default dismissing the action or upon the 
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"evidence whieh the defendant would put in. 

Neither of these two re@ubts is desirable, and 
either of these courses would give the dofendants an - 
opportunity of making a strong public protest in 
Court against the action of the Grown on the ground 
that they werd being unfairly treated. 

AS against these considerations it does not seem 
to me necassary to take any definite steps to stop 
the litigation, because if the Crown's course in this 
matter is to cancel for default in construction it would 
make very little difference whether the litigation 
about the obligation to take power were still pending, 
or, if Judgment had been giwen, what that judgment was. 
The two questions have really no sonnsetiion with each 
other, 

From reliable information which I have obtained I 
do not think the defendants have any intontion of pro- 
ceeding with the construction of a mill under the terms 
of the original concession, They have offered the Linits 
for sale subject to all existing conditions and defaults, 
for the sum of $1,000,000 or one-half interest for half 
thet amount. Mr. Hellmuth's instructions on which his 
letter to me of the 20th pepe eee was written are 
apparently not true in fact. Further than this Mr. Carrick 
communicated with my office on the 5th of August last ae 
and stated that he was negotiating the sule of these 
limits Zor $1,000,000 and usked us for an assurance 
that the issuo in the pending action only involved 
the use of Hydro powr-- ” 

"It seems to me the course to be taken depends 
upon whether the Great Lakes Company are endeavouring to 


make & large profit out of the sale of this limit to 
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"user of pulpwood or whethsr there is any real intention 


of carrying out the terms of the original concession. 
If they are merely selling, it would be a repetition 


of the objectionable practice whereby a concession is 

obtained from the Government and an enormous sum of 

of money is demanded as the price of allowing the actual 

manufacturerto use the woods | i 
That the litigation is not being carried on with 

the intention of determining the question at issue 

and carrying out the terms of the concession appe..rs to 


v 


be the case for the following reasons:-~- 
/ Then he makes the remark, there is no »ower available 


elsewhere, and then he continues, further dows: 
"Under these circumstances I think it would be as 


well for the present to simply delay the prosecution of 
the action until the course of the Government with regard 
to the default in construction is detormined, and, if 
the Government decides to cancel for def ult in construc- 
tion as soon as the Hydro power is available, to let the 
pending action go on, but as elowly as possible." 

So Mr. Kilmer evidently held the opinion that the 
Hydro power was not available at that time ? 
A--What time was that ? | | 
Q--September, 1920. A--It wasn't available until 
December, 1920, and then at that time the Government could 
cancel the concession if they saw fit, or make them come 
ae and sign a contract. 
Q--Then you do not take the view that the Government 
had power and might properly have cancelled the contract under | 
the circumstances as they existed 7 A--As they existed Oe 
when power was available ? 

Q--Yos. A--That i taking the company's own construc= ‘ 
tion of the contract, that power was available, but my view | 


was clearly that the Government could then have cancelled 
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the concession, | 

Q-~The matter was gone into by the solicitor for the 
Crown Lands Department. We have his opinion here given 
at the time, in which he reported that the power was not 
available ? A--When was that ? 

a~-December, 1921,  A--Well, if power is not available 
that is for the engineers to Bay. Thoy will technically 
tell you what that is, There is surplus power there, and 
it may be that some of the linus to deliver it are not 
constructed, but the technical side of tho engineering I am 
not familiar with, but if iar not available it em easily 
be made available, and it seems absurd to say that we must 


build s line away to wherever this mill 1s situated, or to 


the site of this mill the first sod of whioh has not been 


turned, and say, now, here is the power but there is no mill. 
Q--And it might not take it after the line is built ? 
A--4¢ seems to me that that is so absurd it wouldn't be 
argued anywhere. | 
a--And that shows how inportant it was to have made that 
a condition, to have a firm agreement to take power, 80 thet 
iy the power was supplied they would hav: to pay for it ? 
A--That isn't my answer, but my answrr would be argumentative. 
| Y--That was the position the Court held, that ig what 
q Judge Rose in his Judgement says ? A--That is my in- 
Starpretation. 
Q--We have to abide by a Judgment of the Court whatever 
our views may be? A--That may be, but I stick to 
“ir. Kilmor's interpretation. 
| Q--But the Judge has the last word. 

COMMISSIONER HARRIS; Is not the crux of the whole 
“situation this, that the Hydro had decéled they were not 
going to provide power for the Great L ‘res Pulp & Paper 


Company? They suy so in the correspondence ? 
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“A--If they did, why, toate my Adeonant falls to ate 
: "ground, 


Q--Well, it says so? A--Then the engifteers who are familiar 
with that should answer. 


Q--It says that they haven't been able to make a contract 
with the Pulp & Paper Company, therefore, they are eoane 
ahead with the development and they are not aie 
for the Great Lakes, 

A--My understanding is, Mr. Harris, that they dia do so, 
but I would much prefer you ask the engineers as to what 
they actually did. | 
Q--The letters state that they did not. 

SeormicHiTHMAN: Tt huve Here 2 letter aatad September 
13th, 1918, from Mr, Pope, Secretary of the Commission, 
to Mr. Carrick; 

"I am instructed to advise you that the Commission 

is about to proceed actively with the development of | 

power on the Nipigon. Since forwarding you, some time 

early last year, a proposed contract for 2 supply of 
power, in answer to your spplication, no answer has 

besn received ané the Commission hive had no further 

advice as to your intentions or definite requirements 

with respect to power. 

In view of the high cost of equipment and materials, 
the Pee ani ot propose to install only such works as 

will meet the immediate reyuirements for power on exist— 

ing contracts --" | 

Now, there were no existing contracts then. Proceeding, er 

says: 

"And unless the Commission receive a definite contract 
ror the supply of power, it will be unable to consider 
future requirements you may cesire to provide for," 


You will find that, in *r. Gaby's estimates, he 
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doesn't mention the Great Lak es? A--Mr, ped enarent a 
there surplus power at Nipigon ? 

Q--Yos, but not sufficient to meet the 17,500 hep. which 
the agreement provides the Great Lakos shall have. | 

COMMISSIONER HARRIS; There ien't any surplus power at 
Nipigon ? : 

A--Technioally, perhaps not. If you take the agreement 
and the requirements of Port Arthur they have no surplus 
power ? d--I can only again state that that is the 
engineering side of it, with which I am not quite familiar. 
What is required to make it immediately uvailable is a matter 
for the engineers and not for me. The engineers are hore 
available. | 

THs CHATRMAN; Here is a letter dated December 11th,1918, 
fpom the Chairman to Mr. Matthows. y 

{Chairman reads letter in question). 

A--I say it is an absurd construction to put on it, that 
they must actually co on and develop the power, and make 
actually available power, with lines,to go to a plant the 
firgat sod of which has not been turned. 

HON. MR. RANEY: Q--What if that is the legal con- 
struction of the document ? 

i--My answer to th.t is this thzt no Government ig 
bound to follow so absurd a construction of 3 contract. 

HON. MR. RANEY: Mr, Chairmm, I wanted an opportunity 
of saying some things to the Ccmmission, in view of son 
Statements that have been made. I have a Council mecting , 
at 12 o'clock, but I will stay if I am required now, but 
if not I will come feck this afternoon. | 

THE CHAIRMAN; Do you want to say anything more, 
ur. Lucas ? 

HON. MR. LUCAS: Oh, no, I am only answering questions. 
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called, | : 

4--As to the supply of power being available, the Commission 
further has the statement of the solicitor for the Dopartment 
of Lands, Forests and Mines that the requirement was 
10,000 hep. ? A--Again I must say that I am not 
familiar with that side of it, and the engineers are here. 
There is just the one thing, and it is the only thing I 
anticipated having anything to say about when you asked 
me to come here, snd asked me those questions which led me 
into this diseuasion, and that ig as to the minor points 
in the Great Lekes contract about which they differed when 
they were nearly reaching terms. One of the leading ones 
dealt with the Strike clause, and you pointed out, 
lir, Chairman, that there were a number of contracts 
in which the Strike clause was made mutual. I asked one of 
the engineers to have that looked up, and he can find none 
except the ones referred to by you, that is, the Dominion 
Sewer Pipe, the Port Credit, the Ontario Gypsum and the 
CO.P.R. at Port MoNicoll. In those four the Strike clause 
is mutual. One of those is dated August 23rd, 1917, 
that with the Ontario Gypsum. In that contract there was 
a right to renew it. It wes an old contract ana renewed, 3 
think, about 1912, and then with the right to renew for a 
further period when it expired in 1917, on the same terms. 
That is the only contract since 1915 that contains the 
mutual strike clause. About December 1916 the Commiasion's 
standard contract with power customers was revised, and 
the mutual strike clause was stricken out and the standard 
olause was adopted, so that since 1915, if I am correctly 
informed, no contract with the mutual strike clause was 
entered into. 

COMMISSIONER HARRIS: That answers that question? 
A--Yes, that is the explanation. 
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Just one word more, so that it is perfectly clear. 
I am not here now, nor have I t:eon at any time, as Counsel, 
but just sitting the same as any other body. I have not 
undertaken to cross-examine anyone and I certainly don't 
want the job. 

THE CHATRMAN: Although you were not present as Counsel 
you are Counsel for them, and were here all the time. 
Mr. Lucas, you will understand we wont to get the evidence 
out from all quarters, as fully from one as the other, and 
we represent the Hydro just as much as we represent anybody — 
else. We are here to get the evidence fran anybody who 
is prepared to give it, and we want you, Mr. Lucas, to bring 
forward all the witnesses who can throw any light upon the 


questions upon which we have to pass. 


HON. W. 3. RANEY -« Examined 


_ I do not know, Mr. Chairman, whether I am here as a 

witness, or what your practice has been. 7 
THE CHAIRMAN: Our practice has been Mr.Attorney-Gereral, 

to bring forward any witness who can throw any light on 
those matters which we have to pass upon. You will recall 
negotiations that you had with the Great Lakes Company some 
time ago ? A--Yes. It was one of the troublesome questions 
that we found waiting for us when the Government came in, 
and one with which the Government laboured very strenuously © 


Pe 


for several months. | 

I notice, psrtly from the newspaper reports, and portly 
from a memorandum that has been furnished me, that sone 
representations have been made to this Commission in respect 
of this Nipigon development and the relation of the 


Government thereto. 
One of the statements was, that the Hydro-Electric 
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Power Commission waz not responsible for the failure of 
the negotiations with the Great Lakes Company for power. 
So far as those negotiations were carried on, with the 
kmowledge of thr present Government, I have a very Siatinat. 
impression I was very intimately associated with the 
negotiations. At one time I thought I had the parties 
quite together, I think there is on the file a draft agree~ 
ment,amended in my handwriting, to which, I think, the Great 
lokes Company assented. 

As I recall it, thore were two questions that 
remained for argument between the parties after the 
power price had been agreed upon,- I think the power price 
was agreed upon. One point was the strike clause, and 
the other was, I think, the matter of security. I did not 
regard either guestion as of any consequence at a12, ‘that 
is to say, having regard to the evedt issues involved, the 
great question involved and, as often happens in settling 
dmportant agreements, the thing that you stress the most is 
the thing that never happens. I thought, and so expressed 
myself, that the Commission -- although not in the presence 
of the Great Lakes people -- might very well abate something 
in their stahderd form of contract to get this contract | 
through. Our view, or that view, which was the view of the 
Government, was not adopted, and if the Government made any 
mistake the mistake was in allowing itself to be dominated in 
this particular matter. The Alternative might, perhaps, 
been serious. The question was whether the Government 
should insist n thdés contract being put through. 
Perhaps it might have done that. 

In the result, after having exhausted every effort 
to get the partios together, the sesaion being then on, 
that is, our first session, the Government decided to withdraw 


from the negotiations and leave the matter to the Hydro 
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Bee remipabn and to the Company, and nothing came of their 
negotiations afterwards. The correspondence, I think, 
shows fairly well the progress of events. Where the re- 
sponsibility rests for that failure I am not inclined now to 
say or to give any opinion. 

If the Commission desires to go more fully into that 
I can refer, I think, to the correspondence, — 

Then the next statement made was, that the Government 
should have followed theadvice of Nr, Kilmer, its Counsel, 
and compelled the company to take Hydro power, or, in the 
alternative, should have confiscated the limits. You, 

Wir, Chairman, have referred already to the opinion, a very 
carefully considered opinion, given to the Government on 
the 12th of May, 1920, before the litigation was started, by 
Messrs. Kilmer, MacInnes & Robinson, signed by the three 
of them. 

I em not quite sure that Mr. Kilmer's former 
connections were with the Hydro Commission; Certainly 
liy, MacInnes and Mr. Robinson were Counsel for the Commission, 
80 that whatever they say, I think, may be teken to have been 
the attitude of the Commission itself at that time. 
Iwill not now stop to read it, but I would ask the 
Commission to read that opinion very carefully, because 
thore ie a great deal in it that will assist you in coming to 
a very clear conclusion as to tthe condition, and as to 
the responsibility for the situation. It concludes, after 
se,yoral pages of statement of feot, and argument, with the 


expression of this view: 
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"We should advise, therefore, that tho Governnent 
Should now notify the company that an adequate supply 
of electrical power for the Operation of the mills 


provided for in the agreement of May 9th, 1917, will 


be made available for the company not latet than ; 
February lst, 1921; that the periods for the oxponditures 
by the company called for by that agreement will run 
from the date when the power is made available: and 

that the company will be hela strictly to these 
periods. As soon as the power is ready for delivery, 

the Government should give notice to that effect 

to the company. We do not think it will be necessary 
that a transmission line to the company's site should 

be built before the latter notice is given.” 

On that subject of available power, which becomes 
important, in view of the terms of the agreement made 
September 8th, 1913, & perusal of the correspondence 
wili show, I think very clearly, that the amount of 
power required by the colipany rang ed somewhere from 
13,000 to 20,000 h.p, You will bear in aaa that 
they were seeking to establish that power iba habeye A 
anple for their purpose, and their brief would be to 

increase the requirement, to show a larger quantity of 
power, end it it would be open to them to refer to the 
documents to show that they required power somewhere up 
+0 20,000. 

Qe-I think in the agreement submitted by the Hydro “ 
the figure was 13,5600 ? 
| A--The material will show that there never has been 
available, for the purposes of thig sompany, more than 
| 10,000 h.pe, and that the quantity actually available 
F now is less than that. 


| Then their argument would be, even if they were 
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. liable to take power from the Hydro, which I will discuss 
in a moment, the plain terms of the extension egreement 
are that we are not called upon at any rate to be ready 
until this power was available, which would mean, as Mr. 
Lucas says, we would have to have the power lying there 
somewhere up to 20,000 horsepower. It might be 17,500 
horsepower , according to the draft apveewand: which would 
not necessarily bind them, lying there waiting for them 
until their mills were built, and then they would not be 
pound to take it. 

Thet was the situation that influenced us very 
largely in making them the agreement which we did make in 
1922, that is, this year. 

The last paregraph of the opinion reads as 
follows: | 

"Upon this point, therefore, we should advise that 
the Government should tuke immediate legal proceed- 
ings to compel the company to take its power from 
the Government, and should inform the company at 
once of its intention to do so." 
| To take legal proceedings. These proceedings 
Prers ‘dommendad, asking for a declaration that this company 
was bound to take power from the Hydro Hleotric Power 3 
Commission _ 

At a later stage, the sounsel - Mr. Kilmer - 

came to us and saif no good purpose is going to be served 
vy this litigation. Then he further eonsidered the matter, 
ene came to the penotuaton ~ that is the letter that hag | 
been partially read - you will not be able to diseontinue 
it, thoy will not let you. It is a ease of the dog that 
wanted olous to the lobster trap and the lobster eaught 
ty him by the teil. The lobster said gall off your dog, and 
; the doy siti call off your lobster. We did that, with the 


Great L-kes Company, and they wouldn't allow us to retire. 
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It wasn't a case of being able to diseontinue. The case 
went on for trial, and the decision of the Court was that 
the sompany was not bound to take power from the Hydro. 
Now, Mr. Kilmer's lettors, to whieh Mr. Lucas has 


referred the Commission, were written beforo the decision 


of the ease, before the Judgement was given. 


HON. ER. LUCAS: One of thom aftcr, Mr. Raney. 
HON. MR. RaNZY: The letter after merely told us 


what the Judgment was. The letterg merely drew attention 


to the fact, or the effeot rather of the default clausc, 
whieh we knew all about, of oourse, all the time, but if bey 


the Government couldn't fairly exereise the right of 


 deolaring the company to be in default while the maintaining 


/ 


of the company's obligation rested on the documents ,without 
a Court decision, how mueh less could it do so when the 
Government itself had invited the judgment of the Court, 
and had obtained. an adverse judgment. 

We had to bear in mind, of course, that we were 
dealing with a foreign corporation. Much of the capital 
in the north eountry is brought in from the United States. 
We have to be even more careful of the rights of these 


people than of the rights of our own people. Once it got 


(abroad that the Government was refusing to follow the 
| judgment of its own Court, what position would we be in with 


regard to the investments of other people, not only of people 


from our own Province but of people from abroad. We must 


have some regard to the docisions of the Courts, even tough 
those decisions may be technicsl dooisions. People have a 


‘right to resort to defoneos. If you bring a msn into Court 


6nd seek to forco him to do something he has a right to 
avail himself of every defonee that is open to him. 


I never had any doubt but that tho real understand- 


ing between the company und the Government was that the 


eompany would take this power - I am not talking politics now, 


eis bake Weasesirug Mey: notezoss ost Sas. 
ore adt ort rawog stat o¢ hawtod ie x inne pu 
ead quod .aN detdw ot serodtel @*toml ie , <8 Wo 
notetoab edt otohed fete bev ete sroteednna® ot 1 

: | wkovig eaw Saoarghut edt: evoked . 
Yorum «xh xotta modt to on BADE at OU 
su blot ylevrem tetts natiel edt “ema Th HOH 
notinedts | word ylerem erettol-edt saw tombe on 
alate ttiateb td eo todtart sont ed? to feet. adt of ry 
“ti ded ,ombd edd fle ,oBTO0 to diode Lie woud ow tute 
to tdult od? solorexe yletot t*aplace. sromrrev00 of i 
aatataratsn ost oLtdw tiystob at ed ot yaammes edt satxatend 
| twodtiw, adnomroos eit ao bateet aah oynaqmon * 


,trs08 edit to Jaomgbat edd bedtvad, bes, kieews “sao os 
stroma bet power da i sueeebinnaey' bait | a 
eter aw dedd ,opisén to ,dalm at 180d 9 bed OW ere 


fatiqso edt to Howth cinihwinabigitdat ngterot 8 Adin. ‘at Laok 
sedate hott edt mos mt teiguond at urtasoe dtron ast: oe 


>i 
aay 
f 


aved? To etdsir ot ‘to AERTS stom neve ad ot avn ‘a 
tog FL eam .olnoeg neo. “meine to addnia add to. aadt oe 
at wollot ot gatentor Baw “tuaner0 v9 odt dedd bao d@ 


- thy nt od ew hLeow mobvidod Sactw 1 FxH00 swe Bit So, tomy rt 


va 


| olgang Yo eino $ox aiqoog teadto Lo a anane hee ont ah busge’ ¥ 


teum oW shaorda mort styoeq to tad pontvort WO “ESO, mort 


 dauoyt wove .eduwsod vat to emoistoob odt of breget emoe “— 
avant aflqoot senote tok luotnsdood od yan exotvtont es 
Puyo. ofmt aam «6 anivd troy ‘tI suo saotos ot Fi0se%. ot tig 
ov tdgit e aad ed suidtemoe o5 rr Ankh ootot ot aloes ae 


sata of aego ef te i @ Oe tes Ureve 7 ios arab a 2s 

~fimeteto bay Seot off Ytedt tud ddgobh yas Bait TSvoen ye tld 
edt tad! paw tnonurre vot ent bits waaqnos ¢ ent sor 

| “eon enti fog scmece ale fon me t ~ Tewoy et i ean 


-~769— 
it is enly a question of fact - but the difficulty was that 
neither the Government nor the lydro Electric Power Com~ 
mission took the precaution te bind the Great Lakes Company, 
and then when the controversy arose we had the situation that 
we ceuldn't force them, 
As I said, we got so close together that there 


was nothing, as I understood it, really between the rarties 


with the exoeption of this strike clause and the question 
of security, and those things I succeeded in putting into 
such shape that I thought was egtirely fair and reasonable, 
ss but the Hydro Bleotria Power Commission weuldn’t accept — 
them. They stood by their standard form, and then the 
Government withdrew, 

So that, in the first place, my answer to the 
statement that the Government ought to have followed the 
advice of Mr,Xilmer and compelled the company to take 
the hydre power, or, in the alternative, confiscate. the 
limit, 18, ne such advice was ever given, and, in the 
gecond place, if it had been given - an@ this 1a the most 
important thing ~ it wouldn't have been acted upon, We did 
act wpon the advioe of thoir ceunsel for the bringing of 
the actien, They thought the litipation sheuld be under 
the control af the Government, and we, therefere, brought 
the action, Under the exact arrergement they advised, 

Having dene that, and preoured the Judgment of the Ceurt, 

at our ewn instance, that the Hydro had no claim, and the 
Government had no olaim to compel tho use of Hydro pewer, 
then the question was whether we should confiscate the 


limits, or whethor we should agree te a new contract which 


Wweuld be made on a basis about which there could be no 
eavil, | 

Even on that peint, we went just as far os we 
ceuld, Early this year, I think it was, or late last year, 
we summoned the Great Lakes Company to appear before the | 
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covernnent and show causo why their concession should not 
be ganoslled. Here was an instance where we could do nothing. 
Our advioe was that the power wasn't available. At any rate, © 
they came hore to show causo why their concession should not 
be oancellod, and there was s long negotiation resulting in 
Tehe agrcement of March, I think it way, of this year, by 
which the thing is put on a firm and definite basis. The 
extension agreoment is cancelled. We are not compelled to 
furnish thom with power at all, thoy aro not compelled to 
take power from us; they get power where they cam. It is- 
true that the Hydro is, perhaps, the only available power, 
4t will appear so, but if they can got it anywhere else they 
are quite freo to do so. 
Qe~-Whon you say the extension agreement is cancelled, whioh 
do you refer to? 
A-w-The 8th of May, 1913, under the terms of which it was 
provided they were not required to turn the sod, or lay a 
brick or a stone, until power had been made available. That 


agreement is eancelled, and wo are working now on the original 


agreement for the purehase of the concession, and they ere 

—s @efinitely bound to do certain things by certain dates. 

q q~-What dates? 

| Ae--Well, the document is hero; 
"The Grantecs shall expend the sum of $2,000,000.00 
in conneetion with the providing of pulp and paper 
mills, thoir equipmont and machinery and such other 
mills, buildings, developments and structures as are 
necessary to tho undertaking. Such mills, buildings, 
developmonts and structures shall be located on the 
site approved by the Ordor-in-Council dated the 25th 
Oetobor, 1920, being the so-called Mission Sito 
adjoining the City of Fort William, or at such othor 
sito as may hereaftor on the anplication of the Crantocs 


be approved by the Lieutenant Governor in Coungil. 
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Of the said sum of £2 000,000.00 there akeall 
be expended not less than $400,000.00 before the 
9th day of Pebruary, 1924, and the romainder of 
the said sum of $2,000,000.00 before the 9th day 
of February, 1925, it being distinetly understood 
that the expenditures of the said sum of $2,000,000.00 
&s aforesaid, and the employment of hands as herein-~ 
after provided, shall form part of the consideration 
for the price of the pulpwood and pine timber upon 
fhe said limits, and that the cutting of the said 
pulpwood and pine timber may begin as soon as and 


when $400,000.00 ghall have boen so expended," 


These items are legal certainties. It has been 
suggested that we ought not to have agreed to this company 
being freed from ita obligation, as it is eslled, to take 
Hydro power. ‘Ye didn't reloage them from that Obligation. 
The Court ssid they never were under that Obligation. It 

ig said we had the whip hand. We didn't have the whip hana, 

we never had it. We were ticd hand snd foot. nie business 

Was tab eat ourselves free, so that we did nothing to release 

those people from any obligation they wore under at all, 

it being distinotly undorstood thet the expenditures of 

$2,000,000.00, ss aforesuid, and the employmont of hands 

as hereaftcr provided, shall form part of the consideration 

for the price of the pulpwood and pine timber uvon the said 

limits, and that the outting of the said pulpwood and pine 
timber may begin es soon es and when 400,000.00 shall have 

‘been so expended. 
| I am still quoting from the agreement: 

a The Grantees covenant that the said pulp mill 
shall be of, and shall be operated to, such capacity 
as the Minister of Lands and Forests in his diseretion 
may determine, and that they will before the 9th day 


of February, 1925, crest and have completed on the site 
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above mentioned, a paper mill having a espacity 
of at least 100 tons of paper por day and after 
the erection and gompletion thereof will operate 
the same continuously for the period of this 
agreoment, so that the daily output shall not be 
less than 100 tons of paper, and the Grantecs 
eovenant that they will keep employed in connection 
with the said pulp and paper mills when completed 
at least 600 employees on an average for at least 
ten months in each and every year. | 
In consideration whereof the said agreement 
dated May 8th, 1918, hereto annexed, and marked 
Exhibit "B","-that 1s the extonsion agreement- 
"4s hereby abrogated and the Grantces hereby waive 
all rights, if any, which they may have or claim to 
have against the Governnont under or by virtue of 
any othor document or any agroement whetsoever to 
obtain from the Crown a lease or leases of water 
power or water powers,- but do not waive their right 
to make application to the Goverment in the ordinary 
course for the granting of a lease of a wator powcr.” 
Under tho eondition of sale, they undoubtedly had 
the right to a water power, and, in his Judgment, Mr. Justice 
Rose said thet ho wasn't prepared to deal with their con- 
fention that tho Governmont was bound to sive them a wator 
power until the Govornment had failod in making power 
available. If the Governmont failed to make power available 
then chan would be entitled to go to the Courts and ask for 
pg declaration that they wore ontitlod to enothor water 
bawan’ because the condition of sale under which these 
limits were purchasod undoubtedly contemplated that they 
ghould have wator power, and this was tho water powcr that 


wes in the minds both of the Commission and of the tendercocrs, 
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Q--Now, Mr. Chairman, I don't know that I neod say much 
more. The other statements were, 88 they are reported, that — 
the agreement between the Government and the company dated 
Mareh 22nd, 1922, was unnecessary and tnexpediecnt, unnecessary, 
I suppose, because it is said we ought to have cancelled the vai 
gongession. Inexpedient, I suppose, because it is suggested " 


that we ought to have insisted on these people taking Hydro 


power. What would be the use of our insisting on that when 
they had litigated the point down to a Judgment and obtainod 
& Judgment in their favour? Was it likoly that they would 
turn around then and bind themselves to the very thing that 
they had resisted, expending months of time and thousands 
of dollars going to the Court to have dotermined. 

Just in that conneation, there was sn editorial 
writton the other day in one of the newspapers, the Toronto 
Globe, on the 6th of October, an editorial on the Nipigon 
projeot. It contains this sentonoe: 

"The Commission has been lot down by two successive 
governments." 

Woll, now, I don't know that I neod say anything 
on that point. ‘ic followed the advice of counsel for the 
Commission in starting this litigation, to have this question 
dstormined, ‘fo allowed ourselves to be ovorridden. We had : 
previously allowed ourselves to be overridden by the Com- 
mission in the mattcr of the contract which the Great Lakes 
Company was thon prepared to make in regard to power, so in 

what respocot we let the Commission down we heve difficulty in .. 
: understanding. i 

COMMISSIONER HANEY: Do we understand, Mr. Ranoy, 
that the Commission were refusing to consummate this contract 
that was partially prepared with the Great Lakos Company ? 

A--I have no doubt that if the Commission had showed a 
little plianoy, had conaedod something on this point - I may 


be wrong, but I didn't rogard this strike clause, or the 
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amount of the seourity as in any way vital to the agroement, 
and, as I say, I do not see any reason why there should not 
have been some concessions made to get to an agreoment and 
get this industry going. 

THE CHAIRMAN: Was the enforooability clause 
adjusted at that time, the enforeeability of the eontraot, 
or was that one of the minor points? 

A-~That was one of the minor points, Yt thinks, [don't 
reeall just how they were adjusted, but wo suecocded in 
getting them satisfied. I pointed out to them with rogard 
to that, I rewember, that they had tho right of arbitration, 
whieh was praetisally the same thing. So far as that was 
sonoerned, I didn't think that was of any sonsequonce at 
all, or of any speeial consequence. 

4--But the negotiations, as I understand it, had reached 
the point where, in your judgmont, & eontract might have 
beon completed, and was turned over to the Hydro to 
eonsummatc, and it wasn’t consummated? 

An-Yes. sir Adam Beok was in furope, and you will find 
the cablegrams that were oxehanged here, and you will find 
finally Mr. Drury's letter in whieh he points out how wo 
came to that conchusion with great reluctance. 

Q--And, consequently, the dydro is without a revenue that 
it might have had if the contract hed boeu oonsummated? 

A--My recolleetion is - and I will speak subjest to 
gorreetion - and I say say this now because the whole 
matter has been adjusted, I couldn't have discussed this 
matter so frankly pefore this egreemont of February 22nd, 
put the matter being now adjusted betwoen the sompany and 
the Government thero is no reason why I shouldn't say just 
what happened, and that,in viow of the foregoing, this is 
anothor statement, I understand, of Sir adam Book's, the 


Govornmont should assume the deficit consequent upon the 
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gompany's failure to take Hydro power. well, that is 
predieated, I understand, also, on the ststemont that the 
former Government was responsible for this dovelovment.. 
It is reasonable, I have no doubt, in a gense, that the 
former Government pass an Order-in-Couneil authorizing 
the development, but beyond that, or behind that is some- 
thing that is beyond my knowledge, that is, whether the 
initiative was takon by the Government or whether it was 
taken by tho Hydro Commission. I suppose the correspondcneo 
of that time will indicate. | 

If any mombor of the Commission has any question 
to ask, I will be glad to unswer it, if I can. 

COMMISSIONER HARRIS: I think that clears up the 
main point at issue, ss to the Government's moral respon~ 
sibility. 

a~-‘Yhile we laboured with this thing, as we hardly 

leboured with anything elso, we wore, of course, fregh in 
office. The whole thing was new to us. I thought then, 
and I still think, that the Govormment was in an extremely 
awkward position. Tho Hydro was in an awkward position, 
and I folt it was a case where the Hydro and the Government 
should collaborate, and try to get the thing cleared up. 
The Government 41d what they thought they had to do, but, 
ag @ result, you have the situation that we have now, and 
if anybody will show us, on the facts as put forward, herd’ 
that this Government could maintain its faco after getting 
the Judgment that it did get from the Courts, and confis- 
gate the limits of those peoplo, I think that taney will 
heve difficulty oo convince ing anybody that that ought to 
have becon the action. 

THY CHalIRMal: Have you any questions that you 
would like to ask, Mr. Lueas? 


HON. MR. LUCaS: I cm not Counsel. 
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THE OHATRMAN: tf @tan’t ak you as’ ednngel war 
&S representing the Hydro. 

HON. MR. LUCAS: Mr. Raney has made his statement, 
and his argument is before you. 

THES CHalHitaN:; Mr. Pope, would you like to ask any 
questions of Mr. Ranoy, or mike any statement bearing on 
what he has said? 

WR. POPE: I have nothing to say, Mr. Chairman. 
| HOH. MR. RANEY: I think that poing might be 
Gleared up, the question as to whether or not power is now 
avallable to the extont that answors tho terms of that 
extension sgreenont. 

HOW. MR. LUCs3: Mr. Gaby ig the proper witness 
for that. Ye ean have him here at any time you want. 

THS CHiIRMaN: ‘Ye have a letter from Mr. Gaby, 
in which he Says thers was 10,000 horsepower available at 
that time. 

COMMISSTIONSR Js alLLSN ROSS: Mr. Chairman, you 
stated that st the time you turned over your nective 
on the Great Lakes proposition to the Hydro it was pragti- 
cally comphoted. 

HON. MR. RANEY: Yes, and I would say that, 
perhaps, we wore dominated by the Hydro to the extent of 
giving them the right to dealde ono way or the other. 

‘4a*Yos? you were dominated by the Hydro to that oxtent. 
Now, wasn't the Gcrernment in a vosition, at that time, 
knowing what the Hydro's Judgment would be, to tell the 

Hydro what to do? 

4°7Viell - | 

He-Vean' ft Phare an issue there right at that minute? 

4=-That ig what I said a moment agO, that you may blame us 
if you like. 7 
fe-T am just trying to be gleer on thet. 


A--I say if we are blemeworthy thon we are blameworthy. 
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Q--Without turning it orsr to the dydro, knowing what they 
would G0? 

4--I cannot say that I oun go that far, because, ov course, 
there was always the oxpectation that either the conpany 
might yield or the Hydro might yiold, and they might got 
together. If ‘the Government had known that there wag no 
prospeet or possibility of their getting together, and that 
the case would have developea ag it has developed, it is 
quite likoly that the Corona would have taken a firm 
attitude sven at the risk, mark you, of over-ruling the 
Commission, which might havc had serious consequences, 
because it isn’t the oase of the Commission being altogethor 
& Commission dealing with governmental affairs, dealing 
with eoutracts betwoen the Commission and the Municipalities, 
it is not a oese that contemplatos that the Government 
shall expend any money itself, but if we had kmown then 
wh:t we know now, that thore would be a defieit, when it 
ates to operation, of nearly 9400,000.00 a year, and 
thet the Hydro would be coming to the Government to ask the 
Government to take ee of thut deficit, the Government 
would have, no doubt, takon a different attitude then. 

THE CHAIRMAN: The Government could havo signed 
the contract iteclf. If there was a contract to be oxeouted 
| by the Commission you could have issued e mandamus compelling 
them to excoute it. 

HOW. MR. RaWvuY; It would have come to this 
situation, if the Government had insisted on this point, 
thaboprobably would have been a Tesignation, wholesale, 
of tne o1d Gommiasion, and then the Government would have | 
| stepped in and taken charge of this development. at that 
time, I think the expenditure was about $2,000,000.00. If 
we hed gone to the extent of asccopting the resignations of 
4 the Commission, and appointing new Commissioners, it would 


"have made a situation that would have been very diffioult. 
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COMMISSIONER HARRIS: It never had been done 
up to that time. 

HON. MR. RANSY: It woulda have ereated a diffioult 
situation. 

THE CHAIRMAN: It would have had consequences 
far beyond the Nipigon development. 

HON. MR. RANEY: Yes. I ean only say that the 
Government exercised all the prosgure that it felt it 
eould to bring about an adjustment, without Nessie to the 
extrene limit. | 

j--Might not the Govornment now, in view of the conditions 

as they have been disclosed hore, possibly take the matter 
up with the Hydro again, and sce if it would be possible to 
work out an agreement? 

A-~wWe would bo very glad to do anything we can, ie glad 
indeed. I am not in touch now with what the difficulties 
are. I think the price is the difficulty now. 

d-~-I don't think they are so far apart. There is the 
guestion of a transmission line that has been brought 
before us? 

A--I haven't had the matter under consideration. 

a-~But if the Government could be of any help ? 

a-~Vie would have been glad at the time tois agreement 
of february, 1922, was made, to have helped. Woe would be 
glad even now to try and fix the agreement. 

q-~"I am recommending that. ‘Sir 4dem suggested the other 
day that there should be & conferonee between the Hydro and 
the Governnent? 

A~~The Government will be glad to lend any assistance they 


oan for an adjustment. 
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SIR WILLIAM HE»RST - Hxeamined. 
THE CHAIRMAN: Q--Sir William Hearst, you were 
Prima Minister of Ontario from 1914 to 1919? 

ac-I was, yes. , 

Q--1I think you hsve been here during the session to-day 
and have heard the discussion that has taken place? 

A--I have been here all the time. 

Q--4t our last sitting, Sir adam Beck made the statement, 
as follows: 

"Q--lfhat you propose in the Wipigon case is that 

the Government shall take caro of the deficits for 
the time being? 

&--The Government is responsible, morally responsible 
for tho defisit on aesount of the operation of that 
plant, owing to the fact that we were dcfinitoly 
direeted to provide powor for this pulp company, to 
meet the demand of the pulp that would be sold from 
time to time by the Govornment. The Government 
direeted us to instal & plant sufficient to take 
care of this Company's business, making avaibable 
75,000 horscpower ultimately." 

Se far as you know, Sir William Hearst, is that 
a eorrect statement of the action of the Government at the 
time? 
%--1 am & Witness, not a judge. 

‘eeNo, but from your knowledge of the facts, is that 4 
ecrrest statemont of the facte? 

A--I think the nogotiations are set out in the corres- 
pondones whieh you, gir, havo on file, or which will be 
available. 

a--Y%o havo that? 

A--It appears to me it is for the Commission to form the 
eonclusion from tho corrospondonee, and not to ask me, 


under tho presont circumstances, to come in and say whothor 
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or not what the witness said is a proper deduction from 
that correspondenee. I am not seeking to evade anything. 

w-~But the correspondence might not bear that out 
altogether, but we understand there wee & number of inter- 
views. Was Sir adam a member of your government? 

A--No, sir, ho nover was. 

we-¥e understand there wore a number of interviews 
betweon Sir Adam and yourself, suggested by certain oorres- 
pondencse between yeu. In these interviews wore any verbal 
instructions given which do not appear in the correspondence? 

A--I do not think there were any intorviews boaring wpon 
the questions of devolopmont. Mr. Wegenast was good onough 
last night to give mo a file, which I only had an opportunity 
‘to read cyor hurricdly, with referonee to tho correspondenco, | 
and the history of the ease, I think, is well known to the | 
Commission. 

The Nipigon limits wore offercd for sale on the 

| usual terms, with the right to the successful tenderer for 
the leaso of a wator power, on the usual conditions, for 
the purpose of manufacturing pulp on this coneccossion. That. 
had becn the practice that had boon followod up to that 
timo. Ayonce will well know that you conld not cxpoct to 
get the best result in a public competition unless the 
parties tendering for thom would have power for the manu- 
facturing of the pulp. These concessions were put up in 
the usual way, and they went to the highest tonderor. 
§$ubsequontly, as hes been discussed, arrangements were madc 
whereby the succossful tendorer roleased any right which he 
might have to the power, and he was to have power from the 
Hydro Eloatrio Powor Commission at cost, in order to carry 
on and manufacture the product of his concession. | 

y-9Thon how did Camoron Falls come to be considered by 


the purohaser of the concession’? 
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A--I don’t knew that it wag. 

Q--It is referred to as though they had #2 right to 
Cameron Falls. They would have a right to develop it there 
unloss the Hydro would supply it at cost? 

A--I don't think there was any partigular Tight to that, 
so far as I know the fasts, and I don't protond to have an 
absolute knowledge of them. The only power available in 
that seotion, the only places where sufficiont eae for 
that plant gould be created, in the hands of the Government, 
wero the powers on the Hipigon River, but if my memory 
serves me right, there is more than ene power on the 
Nipigon River. | 

Q--Three powers? 


A-~That is my reeollection, and that there was perhaps 


| some question even among Unginecrs as to the most economical 


method of development of these powers, but I am not speaking 
about that now, and then in the correspondence, that having 
been arrangod, there is no doubt the Government informed the 
Commission, or said to the Commission "If you are going to 
develop that power, you must develop sufficient to take care 
of this soncession, because the Governnont has undertalzon to 
Bive that power in lieu of thom giving up any right on the 
Nipigon, so that the Nipigon will be ahsolutely free for the 
Hydro Electric to develop as they thought best." 

Q-~But, Sir Yilliam, when was the allotment of the 
Cameron Falls development made, and why mado to Mr. Carrick 
and his assosiatos when you say there were other water powers 
on the rivor, and when the Hydro had already considored and 
made estimates as to the cost of construetiaog work at this 
perticular spot? 

A--When was Cameron Falls ever given to Carrick? 

Q--It is Referred to here, in all the correspondence, 


as the Nipigon Derclopment, treated as the Cameron Falls 
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Development, and no reference is madé to thaso other water 
(powers. Had Hydro any direct intcrest in it at that timo? 
&--I havo no reeollection of any allotmeat having been 

made, but the Government had to give the competitors an 
assurance that they woula get power. We did that, and you 
know the ordinary terms under which power is given. The 
leases are the stereotypod leases, that require the power 
to be developed under the Hydro Power Commission. That 
meant meking it sell at a priee fixed by the Commission, 
80 it wasn't a question of Mr. Carrick being in a position 
to develop the power as he likod. 

Q--Yes, but why was the Commission tela thet if they took 
Oameron Falls they would havo to provide power for Mr. 
Carriek and his agssoeiates when there were already, as you 
say, two other water powers on the same rivor, either of 
Which might have boen developed by Mr. Carrick? 

“A-~Booause the source of information, and advice of the 
Governmont, in hydraulio matters, was the Hydro Eleetrie 
Power Commission. Theo Hydro Eloetric Power Commission had 
represented to us that it was in the public interost that 
no leasos should bo granted on the Nipigon River, and that 
the Nipigon River should bo left free for public development, 
and that the Port arthur people and the Port "lilltam people 
were anxious, naturally, to got all the light and powor thoy 
eould, and so it was folt in the best interests of ovory 
person concorned, when the arrangemcnt was made, that the 
Carrick interosts should tako power from the Hydro Hleetric 
instcad of developing it themsolves. It wag thought by 
every porson that that was & good arrangemont at that 
time. | 

You will remomber it has only been in comparatively 
Pabant years that pulp companies have been willing, and 
thought it economically feasible, to take elcctria power 


for grinding pulp, 
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; The rule used to be that you should have your 
development right where the pulp was ground, and apply the 
| pewer hydreulically, und this proposition then was developed 
on transmitting electrical power to Port Arthur, or some-~ 
where else, vhere you had an organization instead of having 
4t developed at Nipigon itself, : 

Q--That hardly answers my question, Why did you tell 
the Hydro people that they must provide for the Carrick 
people in their development ? Sir Adam bases his claim 
that the Government sheuld pay the deficit on the ground 
that they were told that thoy must provide for the Carrick 
people, and that they went to additional expense on that 
account ¢ 

AweI doen't see unywhere, and I don't think the correspondence 
wlll bear that out, where I stated it wag to develop at 
Cameron Falls, What I said was that no development would 
be permitted at Nipigen, 

(Q--No development 7 

A--No development would be permitted at Nipigon that 
would not take care of the Carrick development, beacuge I 
had said to Carrick, as Prime Minister, you will get Hydre 
power at cost - 

Q--If he would give up his claim ? 

Nackna he had given up his claim, and we, in lieu of that, 
had promised him Uydro at cost, How ceuld I fulfil that 
undertaking unless the Hydro previded for power at Nipigon, 
| Q--Yes, but why did you have to give that undertaking 
at ell ? 

A--I didn’t have to give it at ali, 

Q--.sut you did, I understand, tell Carrick that if he 

Ae es 
would give up hie rights te Nipigon he would have Hyare 
power at cest, Someone must have allotted Cameron Falls 


to him, because in the condition of the comtract there io 
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no referenae to the particular spot? 

A--Of course there ig no reference to that particular spot, 
after the Hydro advising the Govornment said it isn't wisc 
te give any power leases on the Nipigon River at all. 

Q--Not any power leases? 

A-~-Keep that river absolutely free for development for 
power purposes by the Hydro Lloetric Commission, and don't 
entangle it in any way in the least. 

w--And it was because of the position takon by the Hydro 
that you required Mr. Carrick to give up his rights? 

S--It wasn't nooessary. Ags I have Said, I was approached, 
I think, perhaps first by the reprosentatives Of, Portcarthur. 
I think Mr. Keefer came to mc, or at lcast he was an inter- 
mediary, urging that it would be a good thing to have the 

| Nipigon developed absolutely by the Hydro, and have that 

power transmitted to one or other of the twin cities, at all 
evonts by the Hydro, to tho head of the lakes, and if an 
industrial development took place there, that it would 
assist in furnishing those eities with cheaper Hyirenine 
power, and that it would bo in the interests of all partics © 
coneornod. 
decWhy, Sir William ~ the inquiry Suggests itself to me - 

if you had tho polioy 1h your mind of making the sencession= 
&iros takc pewer from the Hydro, and ge encourage the Hydro, 
did you not put that in force before you gave these water 

- powers to Garrick instead of waiting until after thoy were 

4 granted? | 

q 4&--I did not say that we had that policy. 

Q--lir. Lucas told us of your policy, I thought you said so 

$00? 

4--I said nothing of the kind, and I don't think Mr. Lucas 

Baath that that was the policy devoloped before these limits 
were published. 


d--It was developed after? 
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A-~These limites were put up, as I say, in the usual 
way, with the right to a waterpower. Subsequent td that, 
the Besicy was devised -~ and it was considered in the best 
interests of the country, and the development of it -- 

that no private leases should be granted on the Nipigon, 
and that Mr. Carrick, or other soncessionaires, should take 
their power from the Hydro, and that was arranged, So that 
we were ig the same position as though the limits had been 
put up with that condition attached. 

Q' -Were you aware atthe time the limits were put up 
that the Hydro was already ma,ing investigations on the Nipigon 
for the purpose of Hydro development, and wére signing 
agreements with the municipalities by which they would take © 
power from it, that ie, when you gave Carrick the rights 
to this waterpower ? A--My recollection is that that 
was not decided for some considerable time after the 
arrangement was made with Mr. Carrick, thet the actual 
development would take place, 
_ Q-~-The minutes show thee Nipigon was considered, and 
that Mr. Lucas, as a member of the Government, was asked 
if the Crown was able to deal with those limits, and he 
assured the Commission that it was? A--Well, I can 
only say that to me it is rather unsatisfactory to be crosa- 
examined on what you have the absolute proof of. | 

Q--I am not cross-examining yop? A-~You are, on what 
you have the absolute proof of in the documents. If I 
hed had time to read the file which Mr. Wegenast gave me | 
last night, I would have been batter posted. I have no 
doubt it answers all these questions. It shows you the 
deliberations of the Commission, and the report of the 
engineers as to where the source of power should bee They 


- might have expropriated the Kam power, they might have 
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4 developed Dog Lake, and it appears that all those things were 
a under consideration, and eventually they decided to go to 
Nipigon. 

Q--And were considering it early in 1916 ? A--I presume 
they were. They considered many things, no doubt, that I 
know nothing about. | 

qg--Had the Hydro made any representations before 
Sir Adam beck saw you, after Carrick acquired the limits ? 

A--In what capacity, sir ? 

Q--In connection with the Nipigon power, did he take the 
matter up with you before Mr. Carrick? A--I don't remember. 
j--You don't recall that he dia. What was the occasion 
Jof the letter that youwrote to Sir Adam Beck on the 26th of 
March, 1917 ? A--Will you be good enough to show me the 

etter ? 

Q--Yes. A--That follows, if I may ask, does it not, 

ry closely after my original letter to Mr. Carrick. Can 
you give me the date of that, Mr. Wegenast, my original 
letter, Speaking now, after the lapse of over five 
years, my recolleation, the object of sending the letter af 
March the 26th was to make sure that I was in harmony with the 
views and ideas of the Hydro-~Electric in sending the letter | 
of the 27th of March to Mr. Garrick, so that there would be 
no misunderstanding as between the Government and the 
Hydro-Electric Power Commisaton, as to the arrangement. 

In other words, I dian't want the Hydro-Electric Power 
Commission to say "You have made some arrangement with 

Mr. Garrick that is not a proper one from the Hydro stand- 
point". 

Q--Did you feel that, in making that arranggment with 
Mr. Carrick, you were assuring the Hydro of a customer? 


A--I expected so, yeSe 
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2--You were aware that the Courts had held they were not 
hea to take power from the Hydro ? A--I am aware that the 
Courts held that. I have only had an opportunity of. glancing 
at the Judgment sinee I came into the room this morning, 
that what had taken place, with this correspondence, did not 
constitute a binding agreement on the part of the Carrick 
interests, or their succeasors, to take the power, There 
are many things that enter into that Judgment, and how 
much those may have influenced the Judgment no one perhaps 
could say. But I want to point out to you this, sir, that 
the correspondence shows there was no intention of drawing 
3, formal agreement between the Government and teh Gaerne 
After the statement made by me to Mr. Carrick, where I said 
that we would arrange through the Hydro-Electric Power 
Commission for power at cost, there was no necessity for a 
further agreement -- 

Q--But one was made in March, 1918 by which it was provided 
that they should hot be required to do any development work 
until this power is available ? A--Might I be permitted to 
answer the question. What I am trying topoint out to you 
air, in that connection is that there was no necessity for, 
nor was any formal agreement contemplated between Mr.Carrick 
and the Government. The formal agreement wan between the 
Hydro-Electric Power Commission and Mr. Carrick, because they 
had the engineers for that very purpose, to fix the price and 
terms. The Government was in a position to make Mr. Carrick 
carry out his agreement because that was the only place that. 
he could get power. Carrick was the one that was sweating 

| about getting the contract, not the Government at that time. 
u vant to say this that, from first to last, the 
Government could ager ihe been more alert in having this 


matter consummated than it was. I think I sm not speaking 


gutanete | ag ut iawtz09%0 Ie ied ene yea t 
Biiwtom ets “moot ont ‘odnt pains T oom th 
“You ALB ye¢aosnogtortes ett adn soa, ontat be aie 


oe 


tobread eng to t2eq_ ne to, drocearge an | 
eto stehog od otat rod Stodaaanwe sacle’! event 


weatia 


eds eg ano on hiemgbot edit Sootesittk vad WH. veaode 


nr) 


wou bi ,dnocty byt dont oamt rede ‘gods | 


PAGE) 


pede i ain pie TOY of $0 eatog oF ras al Pha 


oe cane obetontidaint ae Pate nguorrse Stoo owt ts 


a wot ed tusinnpes ott Baw oront taoo ta xowby bith ohne ba 


od powttreg otf t tigite-k i tdatiere ‘et tawog alae tt 
HUY ot: hee reer gatyst ae t. dha waa a8 sae x0 


TOT 5 gtheasosn Of. Laan pads aelt eb dobtoss 09 tailt at oe 


» 5 
Ty 
es, 


fo beret roawdod pate taetao teroseexkgn’ ‘Enars0' qita ew 7 ince 


ent cian bbe aw demons on feurzot ofAT : "des smrzove edt} 


rey 
eH 


Cost aasnoad to 80, erat bers) ‘teach ‘xanod oiutonldaomby 


ny 
Baa sobta odd xbt of | esoqang roy sand xo® arwonkgay ede: bed 


oks 490-973 axem oF totdt nag & ul esw tome sav00 ont sami 


tod soalg ¢lao adt sew sadt sousoed 3 Paes h wige a rr) tio yt ie 


>| a a , a % 
BST Bowe Baw Usd? erro . oil “eu wo obs ‘tai steitog tog.8 i tn0d “ad 


s Tf 


bat a 


Fa ‘ 4 Te eT 
OR i? Ries be od: 
« J iv) 

12 ~ 


“& Preamtarod ait foi Tomato 9 ont pee 
~ oy) eae ere a4 dant. moet asd gids yoe “0d daw 3 oe 


i 4 
d 


‘etizt anivad me Piola eto teed eren ton 


us 


Bio 4 a ayia at »f 
oO . ava mies 


Wa r 


Baw IL neds fo 


+ 9 an! i 
Os) Lae pee 


gerisionre: 2 door fu, 1 atid ‘ 
Seance Reaper 
Leary 5 ij 


-388- 
beyond the correspondence when I say that, and I do not 


_ desire to add anything fo the correspondenee on that point. 
a--You had the whiphand because you had the Limit? 
A--We had the Limit. They had given up the Nipigon power, 

which was the only power they could get except through the 

Government, or through the Hydro-Electric Power Commisal on. | 

Q--Why was it provided then, in the agreement that was 
made subsequently, with Mr. Carrick, that he ghoulan't be 
compelled to make any development until the Hydro, which had 
no contract with him, made the power svailable? 

A--Now, let me just explain a little bit. While Negotia~ 
tions were going on with the Hydre-Electric Power Commission, 
‘Mr. Carrick was complaining that he wasn't getting ahead as 
fast as he would like; they were not getting together on 
7 the terms. He complained that the Hydro-Electrif Power 
Commission were asking for certain things they were not 
entitled to. You will see in the letter to him, in which I 
point out that Mr. Carrick's obligations are covered by 
arrangement, in my letter, I think, of the 27th of March, 
that he was to have power at cost. In addition to that, in 
1917, along about that time, I think, as Mr, Haney will 
perhaps remember, the Government was trying to mobilize the 
reserves of this Province to win the War, and we were think- 

ing more of that than of Hydro development, and we were 

not in a position to tell the Commission to raise the money 

at that time for this development, and that we could not go 

ahpad with it in war times and under war conditions, as then 
existed. So that you have the position. One was that the 
agreement had not been consummated with the HydroBlectric 
eat Commission. The other was that we were not prepared 

to let the Hydro~EBleotric Power Commission go on and make a 


big expenditure during war time, because we were not in a 
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. ~789~ 
position to finance if. Then Mr, Carrick asked us, and - 
not unreasonably, "You are not ready to supply the power, 
you haven't commenced development at all, and “i shonlan't 
ask us to commence development on our limits until yau are 
in a position to show us that you are going to have paver 
ready for us." | | 
 Q--Did you do anything further than that ? 

A--I don't think we did. I think the fair tateorneteeten “ 
was that an agreement would be entered into so that power 
would be available when the plant was completed. 
Q--The Court didn't hola that ? A--I don't think the Court — 
has held anything ebout it, but I am not speaking now of 
what the Courts may or may not have held, 

Q--The Commission seem to have taken that view ? 

A--I am not speaking about that, but what I am trying 
to point out to you is, if you will read the correspondence 
in which Mr. Carrick plainly shows that that is his interpre~ - 
tation of it, Mr. Carrick's own letter, dated January 17,1918. 

(Sir William Hearst reads letter in que stion} | 

Q--It is claimed, you see, that power isn't econ 
available yet? A--I am not arguing about that, because 
that doesn't enter into the ereenanee but I do want the 
Commission to see the point, that the interpretation was, 
or what was in the minds of all, and what was necessary in ‘ 
order to carry out the agreement was that the two develop- 
ments would carry on hand in hand. | 

COMMISSIONER HANEY; q--Coneurrent operations ? 


Pf 


A--Concurrent operations, that was the olear understanding 
Or Lt< 
THS CHAIRMAN: Q--But that doesn t agree with 


Mr. Ferguson's letter to Mr, Carrick ? 


A--Woll, I think it does. Of course, that is where you 
and I interpret it differently, and that ig why I think it 
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is pretty dangerous to ask mo as a judge instead of as 4 
witness. I think Mr, Ferguson's letter, and the whole 
correspondence shows, whatever the legal interpretation 
would be, the clear understanding of the parties, that is, 
that the users would not be called upon to go ahead 
with their development until they had pee ae agreement with 
the Hydro to supply them with sit goat ‘ut was understood 
that the two developments, the two Works: would go on han 
in hand, so that the mill would be ready at approximately 
. the same time that power would be ready for them, but they 
were not being asked, and it was not fair to ask them to go 
ahead and fulfill the terms of their agreement with the 
GAvernment when we were not in a position to say we villi 
give you power. 

COMMISSIONER HARRIS: Q-~So it was, at the time, that 
the Hydro couldn't go ahead with its development without 
the Great Lakes contract? A--No, I should expect so. 

Q--But they went ahead with their development without 
making a eontract, therefore they cannot blame the Government? 
A--Well, again you are trying to get me into en interpreta- 
tion of things. The development was started and there were ; 
only, os Mr. Raney has said, some ginor terms, ocmparatively | 
minor terms of difference between them, as I remember. 
Even in my day the contracts had been prepared and everyone, — 

no doubt, expected that contract to be executed. — 
COMMISSIONER HANEY: The result is, however, that thaee 
minor points of difference have become very important, 
that is the unfortunate situation ? A--Yes. 
GOMMISSIONER HARRIS: Q--The Hydro evidently didn't 
expect that the contract would be consummated, becauss 
from the correspondence it looks as though they had given it 


up as a forlomn hope, and have said we are going ahead to 
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develop power for the municipalities and they should, 
therefore, take the blame ? 

A--I am not familiar with that situation, Mr. Harris. 

Q--But your impression, so you would Judge from the 
correspondenee, is, that you dia not expect they would go 
ahead with the expenditures rendered necessary by such a 
development as that, at a time, especially, when money was 
80 tight, unless they had that eontract consummated ? 

A--Mr. Harris, may I put it this way, because I want to 
give the Commission with the utmost fairness every assistance 
I can possibly give, We had no techincal advisers -- when I 
say We, I mean the Goverment ag distinguished from the 
Hyrdro-Eheetrio Power Commission;wé had to take and did take 
the advice of the Hydro Electric Power Commission in all 
matters of that kind, and we predicated our action on the 
reports of their engineers in connection with those matters, 
and what was troubling me during these negotiations, as you 
will see from the correspondence, was to be sure I was going 

to be in a position to carry out the undertaking that I haa 
given, as Prime Minister, to Mr. Carrick, that there would 
be power available for his plant at cost, because he had 
given up the Nipigon. That was my concern, just as to how 
it was going to work out. I wasn't in a position to say how 
much that extra expenditure would cheapen the power 
ultimately, but I assumed that it would cheapon the porer, 
That was my own impression. 

Q--You had pretty good technical judgment when you raised 

the question of seeing that they provided power, if they | 
; were going ahead with that development ? | 
| A--It wasn't technical judgment, just common sense judgment. 
COMMISSIONER HARRIS; Common horse sense. 
COMMISSIONER R. A. ROSS; Since you are bringing in 


horse sense, let me ask this question: Could the Hydro 
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~792~ 
have made a contract of any kind with a business firm 
without knowing it oonla get the money at cost of that 
money, because the cost of power is the cost of money ? 
COMMISSIONER HARRIS: Simply because the Goverhment 
was its banker, that is the only way it could be done. 
SIR WILLIAM HEARST: The coat of money varied very little 
in what the Government had reised. I have no doubt they 
took into consideration sufficient to take care of the 
cost of money. 

_ COMMISSIONER HARRIS: Q--But the cost of power was 
rendered pretty high because of the conditions under which 
they had to construct? 

A--I think that was the difference in the cost of money 
they were considering. | 
THE CHAIRMAN: Q--Wasn't one difficulty that the Hydro 
couldn't give them any price, that they didn't know what 
the cost of power meant ? 
A--My impression is that they did give them a price, 
and then I think possibly it may be that afterwards they 
wanted a higher price. I think that may be right. 
But the assurance that was given to the concessionaires was 
this: You will get it at cost, and that cost will be less 
than you can get it otherwise. That was the inference. 
COMMISSIONER HARRIS: Q--Of course, it would not be 
less than they could get it otherwise, because the other 
development on the Kam was a development that the Hydro 
couldn't expect to compete with ? A--I don't Imow about tone une 
THE CHAIRMAN; I see that on May 11th,1917, Sir Adam 


Beck wrote to Mr, Carrick, as follows: 


"The Hydro-Electrio Power Commission having received a con- 
tract for the supply of power from the ¢ity of Port Arthur, 
are now in a position to submit an estimated price for power 
for the use of your mills, to be located,etc. etc., based 

on prices of material and equipment,etc. etc., and owing to 
the very high cost of material at the present time, etc.ete., 
the following are the lowest prices that the Commission can 
justify at the present: 

20,000 h.p. Power delivered at 110,000 volts $15. per h.p. per 
annum; 20,000 h.p. Power delivered at 2300 volts $16.50 per — 
hep. per annun." ‘ 
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A--That is what I referred to. 
COMMISSIONER HANEY: They should have closed then, 
shouldn't they? | 

THE CHAIRMAN: Yes. 

COMMISSIONER HARRIS: So you don't want to say that 
the Government wasn't morally responsible for the present 
situation? j 

THE CHAIRMAN: That is the Sir William Hearst Government. 

COMMISSIONER HARRIS: Yes, your Government. 

SIR WILLIAM HEARST: Pardon? 

COMMISSIONER HARRIS: You do not want to say that your 


Government, the Government of the day when those expendi- 


tures were being carried on, isn't responsible, or wasn't 
responsible for the present situation ? 

A--My answer is, sir, that the Government of that day 
were osreful, they were wise, they were judicious in the 
handling of this transaction, and that they had horse sense, ae 
and that the correspondence bears that out, and that they 


are entitled. °° 


She judgment of the Commission to that effect. 
COMMISSIONER HANSY: @-- Do you think, Sir William, — 
that the position Sir Adam has taken is AES in 

vice of the negotiations that have taken place. A--The 
Province have decreed, Mr, Heney, that my judgment is no good. 
q@--You are not prepared to give an opinion on that ? 

THE CHAIRMAN: Q--We would like a little more adsist~ 
ance from you on that. We might attach much more importance © 
oh to your opinion than you suggest, but when we have to make 
a report as to who shall bear this deficit, and when 
Sir Adam Beck comes te us and says that, after being 
directed by your Government to go ahead, the Government 
io today is morally responsible to bear that deficit, your 
opinion will be very appropriate. 


COMMISSIONER HANEY: ‘The Frovince. 
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THE CHAIRMAN: Yes, the Province. 
4-~I know nothing about the Subsequent history of the matter. 
Q--No, but he puts it on the basis that they were directed 
to go ahead with the development, and to make provision for 
the Carrick interests, and, in that way, this deficit 
was caused, | 
| A-~I have already explained the circumstances under which 
the direction was given, the reason that led up to it. The 
correspondence shows that that was done with the approval of 
the Hydro-Electric Power Commission, that is, the arrangenent 
with Mr. Carrick, to give them power, and to give the Hydro 
a free Nipigon, free of any leases at all, for their 
development, and I have already pointed out, which I think 
is apparent to everyone, inet then I was in duty bound, in 
fairness to the concessionaires, to protect them and see that 
there was a development sufficient there for them. 
COMMISSIONER HANEY; Q--And that is the responsibility 
under which the Frovince lies ? 
4--That shows the responsibility. 
COMMISSIONER HARRIS: Q--There is just another point 
_. there -- 
A--I don't think, in all due deferenca, that I should go 
further. 
COMMISSIONER HARRIS: Q--1t might appear to some people 
that it was the Government who took the initiative in 
asking the Hydro to go ahead with this development; from 
the evidence that we have had here that conld be read into 
it. Now, did the Government do that, or did the Hydro go 
g to the Cotes ent ? A--Oh, the Hydro came to the Government, 
Q--They took the initiative ? A--The Hydro took the 
initiative, yes. 
@--And they asked the Government to pass the proper Order- 
in-Council approving of their going shead ? A--Not only that, 
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but as I have already pointed out we nut the brakes on 
the Hydro proceeding with work, saying it is war time and 
we cannot give you the money. 

Q--Did the Hydro, at any time suggest to the Government 
that unless they could get the Government approval to go 
agead they would issue their own Hydro bonds ? ¢ 

A--I don't remember that. I would say not, to the beat 
of my recollection, but I wouldn't like to be bound by an 
answor of that kind, 

COMMISSIONER HANEY: Q--They couldn't heve done that 
unless the Government had approved of the bonds ? 

A--My racollection is that there was no legislative power 
for that at that time, 

THE CHAIRMAN: /-They didn't come to you seeking the, 
Government to introduce a measure that would give them | 
legislative power to issue their own bonds ? ~ 

A--Oh, no. I certainly have no recollectbon of it and I 
don't think it took place. . 

Q--There is the entry in the minutes of the Hydro~Hleotric 
Power Commissipn, Sir William Hearst, of May 15th,1918; 

"The Chief Enginoer submitted in tabulated form 
estimates covering the supply of power to Port Arthur. 
from Dog Lake and from the two propositions on Nipigon 
with capital expenditure based on the present price of 
materials and labour. The whole matter was thoroughly 
discussed, and in this connection consideration was given . 
to the authorigation of the issue of Hydro 10-year bonda j 
to cover the cost of this development together Wintoos 

Chippewa and Eastern devehopment. The matter was 
in the hands of the Chairman to have prepared all ihe 
material for presentation to the Prime Minister the 


following week." 
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You don'ts recall that ? A--I would say that there 
| was no such presentation made, almost with certainty, but 
oy might be wrong. 
THE CHAIRMAN; Thank you, Sir William, that will ao. 


It is rather late now and we will adjourn until 3 o'olock. 


em me et ae ee ee te ee eee 


3 pem. Session LOth October, 1922, 


THE CHAIRMAN: Mr. oreist do you wish to say anything. 

I am not saying that we will hear you now, but we want to 
know if there is anything you wish to saye 
MR. MORRIS: Of course, I have my case pretty wal 1a, 
but probably it is so long ago that some of it might be 
gone over again. 
THE CHAIRMAN: Mr. Pope, is Sir Adam Beck coming this 
afternoon? 

MR. POPE: He ig on his way here. 
Q--There is just a question or two sf Want to ask you,Mr. Pope. 
Why were not thr estimates for Fort William submitted with 
the by-law; why did you instruct them not to publish them? 
‘A--They never have been published. 
Q--But the Statute expressly says they must be published? 
A--Oh, Ne. 
; Q--Oh, yes. A--I don't think so. ‘The question submitted 
to the municipality is an enabling by-law. 
| COMMIS SI ONER HARRIS : Q--The by-law is aren askiila isn't 
bh eg A--No, sir. 
Q--The estimates were not published ? ‘A--They were 
¥ published, but not as part of the by-law, | 
} Q--They were not part of the by-law ? A--No, sir. 

THE CHAIRMAN: Here is what the Statute says: 

(The Chairman read Statute in question) 
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A--In 1909 the bylaw for Port Arthur was set aside, and a ‘ 


Pe 


new bylaw was being introduced. That was when I came with 
the Commission, and I consulted Mr. Hellmuth,. Mr. Keefer, 
Mr. Lobb, who was then acting for the Commission, and some 
others got together and decided that it would only be mcoessary — 
to submbt a plebiscite or the enabling bylaw,asking the questiaa 
‘YAre you in favor of the Municipality making a contract 
with the Hydro?" and that was prepared by Mr, Hellmuth. He 
gave his instructions how that was to be carried out, and his ~ 
advice at the time was, "Publish it as much as you like.give | 
them all the information you like but it must not be made a 
part of this bylaw," and that has been followed ever since. | 
Q--Have you got his written opinion ? A--He wrote it, I think, 
to Port Arthur. m | 
Q--I mean the views he gave to the Commission ? 
A--Well, it was more addressed to Mr. Keefer, who was acting 
for Fort Arthur, I think I have it on some of the files, 
Q--Wa11 you look that up ? A--Bxactly. He referred to the _ 
014 section of the Municipal Act, Section 533 (a), or something, 
which enables pon ts submit this question, and not the bylaw, 
and that has been followed ever since, throughout every case 
we have had, 
F our. Wegenast says he cannot find a written opinion of 
5 Mr. Hellmuth's as to this. Will you get that for him? A--Yes, 
Q--But then the contract, leaving aside the opinion, 
wes not complete, when it wasn't published with the bylew ? 
A--The estimatcs were not made part of the bylaw. ; 
Q--And they were not published? A--I think they were. 7 
Q-~I think not. That is what the Fort William people tell 


‘ us. They received a telegram from somebody directing them 


not to publish them ? A--As part of the by-law. 


Q--Not to publish them with the by-law? A--But not made 
part of the by-law. | 
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MR. WEGENAST: They could be used on the puaGe amin 
MR. POPE: I was acting under the instructions of 
Mr. Hellmuth, or the opinion of Mr. Hellmuth. 
THE CHAIRMAN: Q--What would be the date of that 
opinion, about 1909 ? 
A-~The autum of 1909, sir. 
u--It appears that a telegram has been produced here, 
Mr. Pope. Perhaps you can explain the reasons for eéuaine 
it. It is dated 12th Marah, 1920: 

"Attended before Cabinet last night. Alsted and 
three others present. They claimed they held an option 
expiring today with Kam for 10,000 hep. and asked 
Goverment to consent to locating plant in the Mission to 
enable them to deal with option. Mayor and ex-Mayor 
Fort William with Hellmuth as Counsel strongly supported 
this, also Mills and Bowman. I urged that there was no 
person present who could speak for the Commission, end 
important that Chairman should have opportunity to 
consider and requested that matter stand until Chairman's 
return. Cabinet ruled that matter stand wntil Chairman 
could be present and urged that this be Monday if possible 
as the parties were waiting." 

A--Who is that to ? 

Q--To F. A. Gaby. |= A--Where from ? 

Q--HotelVanderbilt, New York . A--Sir Adam was in 
England when that first came up. He was delayed there. 
Is that February ? 

Q--Marfh 12th, 1920, A--Well, he would be on his 
way home from England. He went, to be gone a few weeks, 

Q--What was the reason for sending this ? A-~-I suppose 
to advise Sir Adam of the situation. 

Q--Then there was another telegram on the llth, the day 


before : 
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"fhe Government at instance of company considering 
the approval of Mission site at Fort William for their - 
plant. Urged as Sir Adam was landing in New York today 
and would be here on Monday next that the whole matter 
stand until he returns, in which the Government concurred. 
Thought well to advise you.” 

This was sent io the Mayor of Port Arthur, not to dang 
A--I kept everybody advised. 
Q--As te what Fort William was doing ? A--As to the 
progress that was being mado. 
‘** MR. MORRIS: There is another one there that comes 
after that, from Mr. Gaby to Mr. Pope ? 
A--From New York ? ) 
Q--Yes, on the 12th of March: 
"Would advise you notify Port Arthur that Government 
Bde considering the approval of Mission site at Port 
William for Great lakes Pulp & Paper Company. Sir Adam 
arrives tomorrow morning.® 
A--That is probably wh&t led to that other one, 
THE CHAIRMAN: What was that telegram,Mr. Morris? 
MRe MORRIS: That was a telegram of the 12th of March. 
THE CHAIRMAN: That was “r. Gaby's telegram. 
MR. MORRIS: Yes, from New York, to Mr. Pope. 
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C. A. MATTHEWS -- Re-Examined. | Pe 


THE CHAIRMAN: Q--Mr. Matthews, when you were before 
us the other day you stated that the payment made by the 


Hydro to the Government last October or November fell short 


of the anount aue by some seventy thousand odd dollars ? 


A--Yes, sir. 


Q--and the Treasurer stated to us afterwards that the fact 
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of the shortage existing wasn't brought to his attention 


till about two months ago. It seemed to me rather 
extraordinary that with a large balance owing like that 
nothing should have been said about it for nearly a year? — 

A--I think he is correct in his statement. 

q-~And I understood from you also that you took no steps 
to bring it to the attention of the Hydro and require pay= 
ment of it? A--Well, beyond the talk I had with Mr.Gilmouz, 
the treasurer, at the time the payment was made, as I yaids | 
ft didn't know anything about the deduction, and I assumed 
that the matter had been the subject of discussion betweon 
-the Government and the Hydro. 
Q--Isn't it rather unusual that such a large sum as 
$70,000 is left all this time without any attempt to collect 
it? A--Well, we always had it in mind, and we didn't 
know but what the Government were dealing with the matter. 

Q--ft geoms to me 3 if IT render a bill and the man 
pays ~ a thousand dollars short that I would ask him to 
pay up the balance ? ey expected the matter would 
come up some time or other, 

HON. MRkw LUCAS: Q--Mr. Matthews, that payment would 

be made some time in October? | 

Ae-The last day of October. 

Q--And it would appear in the public accounts for the ae 
following year? -A--Yes, for that year. 

Q~-For that year ? A--Yes, sir. 

Q--And would be apparent to anybody ? A--What would 
be apparent ? | | 

Q--That there was a shortage in the interest? 

_4--Fo, there was no indicstion that there was 4a shortage 
ta the interest. 


‘Q--The amount of the interest was shown, but not the 


amount of the debt? A--No, sire 
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Q--The total amount of the Hydro indebtedness would 
appear in your Public Accounts? A--Yes, sir. 

Q--And the total amount of interest paid ? A--Yes. 

Q--So it would be a small computation to arrive at 
whether that was the right rate of interest? A--Yea, 

THE CHAIRMAN: Q--What part of the Public Accounts 
was the amount owed shown ? 

A-alt wasn't shown, air. | 

THE CHAIRMAN: He said it wasn't shown in the Public 
Accounts. | 

HON. MR. LUCAS: What wasn't ? © 

. MR. MATTHEWS; I teoueht Mr. Lucas asked me the total 
amount advanced. ; 

THE CHAIRMAN: Oh, no, the total amount of interest 
payment. 

HON. MR. LUCAS: The total amount of advance, and the 
totel amount of interest paid would be apparent in the 
Hydro Accounts. 

THE CHAIRMAN: There was no entry apparent to show 
| the amount of interest due, 

MR. MATTHEWS: No. ; 
Q-~Have you had deducted the amount paid from the amount 
@ue ? A--No, sir, 

HON. MR. LUCAS: It wasn't shown, but it would be a 


matter of computation. M 


COMMISSIONER R. A. ROSS; No, he says it wasn't shown. 
MR. MATTHEWS: It would not be easy to compute unless 


you had the figures. — 
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SIR ADAM BECK -~ Re-called. 


THE CHAARMAN: Q~-You heard the evidence Given this 
morning, Sir Adam. Is there anything you would 1lik¢é to ada 
fo what was said then on the subjects discussed 7? 

A--I only heard the evidence of Mr. Lucas, in part, and 
I do not think Mr. Lucas made it very clear why Dog Lake 
was not gone on with as a development, and why the Nipigon 
was gone on with. He didn't make it clear that the total 


development at Dog Lake was, approximetely, 18,600 hep., 
that the city of Port Arthur requires about 165,000 &.p., or 
will within a year or two, and — the 6,000 hep. that 

the City of Fort William is now being supplied with by 

the Kaministiquia Company, and that in 1926, that, and any 
5 additional consumption, will he transferred to the a 

| Electric Power Commission making a total for those 
y municipalities alone of over 20,000 hep.e, and, consequently, 

| the power required by pulp mills that are in existence in 

Port Arthur now, and which are buying from the Hydro, with 
the increase, could not be secured, but, of course, the real 

_ Teagon, as he outlined, and, I think, as Sir William Hearst 
outlined, was that power should be available for pulp 
industries that might secure concessions in that district, 

ee that the tenderers might be independent of a 

4 corporation that would gequire the water rights of the Nipigon. 
Q--Are you speaking of the Pic-Sturgeon limits, or 

«Limite generally ? A--Well, these twe, of course; 

I have made it fairly clear, and I do not think I can add 
anything more to what I have said. We thought this company 
‘would use the power, at least we made provision for is, and 

I want to make that clear. : 

| ‘The argument ig used that the Hydro-Electric Power 


- Commiseion were not in a position to furnish the power at 
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the time the contract or agreement provided for, Of course, 
that might legally be a fact, or theoretically, but 
practically it has no bearing whatever, bennine of the 
construction work, the bulk of it,to supply the 75,000 
hep» was in place. Had we put in another two units 
to lie idle for a year while this company might be compelled 
to go on with this development, the interest and the over~ 
head of those two additional units would have been accumulat- 
ing, and the only sane thing for a public or private body 
to do was to rest content and not tnoretise the capacity of 
the plant until there was some sign of the company going on 
with its work. Gertainly not, when they hadn't even turned 
a sod in connection With any undertaking they might have 
in mind under that agreement, and we felt that this company 
had defaulted in their obligations when they didn't go on 
with the work, aa provided for under that contract, 

The Court may say that the power ae not available. 
They had the day power wanted under the agreement, but 
certainly provision had beeh made to make it available at a4 
time much in advance of the possibility of the company 
being prepared to take it. ; \ 

Q--If these two limits had not been let, and the | 
question of supplying waterpower to Carrick had not come 
up, would you still have located at Nipigon in preference 
to the development at Dog Lake ? A--That was a matter 
for the Government. We were not in a positim to know 
whether the Government was going to dispose of limits there. 
The Government advertise from time to time, ani sell limits, 
and we kmow, if limits are disposed of, that waterpower will 
be required, and we knew it was roquired in this case, and 
that we shoulda be in a position to supply power, having 


assumed control, and the Government having declared its 
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policy that those aaters should be developed by tia Provines, 
through the Hydro-Electric Power Commission, we would assume 
that they would have a market for it, the whole of it. I 
am quite safe in saying that, if they dispose of their limits. 

The fact that they dia not bind this company to teke it 
either in the first contract they had or the one existing 
is a matter of policy. If they had wanted to tie the 
company up the last time I presume they could have done it. 
It wasn + our affair to dictate to the Government. We are 
accused”as it is of dictating to the Government what they 
Bhouid do with their pulp concessions. I do not see that 
that lis within our province at all. 

COMMISSIONER R. A. ROSS: ‘The figures, Sir Adam, would 
indicate to me that if there was no pulp in the country, or 
no other demands than those of the two municipalities, that 
by 1926 you wouldn ¢ have been able to supply the power ? | 

A--If there was no pulp in the country we wouldn't have 
| the pulp mille that are there now increasing their develop- 


ment or their business, and requiring more power, they 
wouldn't be there -- | 
Q--Let me put it in another way: Supposing there were 
no Other pulp mills there than those that are necessary 
to supply, those that are there at the present time ? 
A--There are pulp mills as you kmow, using the bulk | 
of the power south of Port Arthur. The Grand Trunk Pacific 
had every alternative lot grunted by the frovinece I 
Welieve, and they were disposing of those limits, even if 
the Province had not any. it is pretty difficult, Mr, Ross, 
to imaghhe just what might have occurred, but undoubtedly, 
under ordinary conditions, the power at Nipigon would be as 
cheap ultimately as at Dog Lake, and with the prospect of 
supplying from that development, in the near future, the 


aieo: 4 on 


si ; on} ae 
tea, “Bion owe (tte tee Lime ra 


Hi) nny vay to alode edt th +0 toxieast h 

| ; | : H i nai AS f Uyaag 
ashets atodd 2o enomekh ‘yads TI edad settee ae gtan 6 . 

ey a oy i UChaaaa a wae ; 

si otlag (Ot Bares glad boakd Pow HL & wad oe Af dont 

ie ay ie i ‘ ? ip ie 


a: 
‘i I x , ; a ‘ 
} \ Ne wr ra op ; nonin elds aah hs i 
” ai i G q xa *) ‘tO ¢ Os ia hl \ we his! 7) se = Sh Ww 4 ™ y a ‘ot $y et 
>) Ve) 1 ou +e 
aes y ‘Oo Seven “a Agee ee ey i Sia Ne ea. anes he » Oe 2 th i 
ptf 1 OS OSPR Oe: RI ae pe LD. 20 Le $ 
; Dae fy 
| % i f > e ~ | Pree 
~  - mS . - > + 
ok tod, av fied vende omen DL emtd teal ene qa 
‘1 i" , " 
: A thy 4 “ te atin at | r ; { \* 4 6 b th ¢, Bi 4 , 
wis. Oy wy Meets BRA Chee See W- atatath ae TA ey EEEO tere 
y ’ ne 
i / pal 
; Pdi ed f a nora teeny Ot a o Pe ma a is pipe 
YOu Paw TNO Gay | ARS Dye get 
% 3 a} 1 
1 * 
VV eee tae, Oye Bete Aha oy i cere | aD i) le Bie ft 
Navel A ae De aae sy 0 aM ® pret. t DORON WM Sei wy ty Oh ¥ 
} #9) : ; 
Hi ‘ i A 
¥ " Pe NASR ee . h if © 
silgote gontrowm we o td fiw aot 
| 
. 
; Se oe Cae | lela ts Me Mea iat 6) atc eten 
bs ae. ota <2 ey ESE Yr esl iy Ps Wn. ae | peeant Det Kea hy vows pis 
ep Re ew alae aa eflb ww B fat SP lari a, ee ee hh ya te eva ee) 
Lee. ea i th PO LAD OBA Da AE a PP ah eA a TR, NB ben j 
add wold tiaptotiom owt od Xo aaons code. mbes ‘ove ve nh 
AM ' oF 
¥ i , + DP per pe ew a. 5 ¥ wy ; vr H +Y eh f row ¥ (sf ) ey 
a aye Wg Le wv vg a ONS x CP de A ay ‘ “ ' & ahs ha ee i Ya 
i 
f hl i a ; S 
i N owt ro , ‘ i ii ‘ ' a ee ae ae “ ae a 
ABLES v eh aus res we i. ss if i A) ; \ are a x Bo 41 * AiOr t} te | Ba) Ras) @ ‘ acd o 
aa) aL + f 


’ ; ; avi - J ‘ ; ‘ 
sa ear ie ae ee ie ee Re ce ee ety aT ty r % a r 
Butt As) Lawes A Cue eat Lana Tod wok are; i aie ae " On? Di (iam A! 2m a 


} ; : ) j ie Me 
\ f we nal uth ole inch re eee SPs OP ee ae, eee ‘“ prt i ae oats Bean: ol sh ane 
] ‘ fr Yee 4 HVT & Ean te aah ie ddd Ty Dh, fed ie ,seontinud a aft TO 
[ V5 \ , ; ; ang 
MWe TT earl rae Ate i t 3 , Mi ; 
ha peee : / uaF nif 1 tert ape has 
Hiab aati % ‘ ve A he: + 
hh { Z ‘ ina’ i" 4 SF ante gu a he 
{ i : \ 
wh van i mikes A 
‘ ‘ r¢ a ma f ¢ Kf “9 62 sel Peo ‘ wy) “ “4 ppm ml 
ny bs ae a ee ae 4 Py Lag Cee | ar v4 GAAS? p ak, ‘ w OT > TE 7 f My By Nr ht 
’ 


me Neh Ae el ne cet haan! Bity ol dae ahi alt yh an SP ee 
Ye we AO NTSB CARY ee 2S) Waddie agent eit res ut Cony 


J a ay Bs Na ee ae adh ‘ savy a da ee oe ‘ 4 
TY eat Ttetgeorte ext to avant at vodd enodd ctigs 


ahh pe AE AAD ie! ate a day ioel eden’ , at Tee Pa ~~ § 
havik HANG OAT ELA wort Voy ea silia qicg eta exe its ; 
i) t i od . ~~ j 7 
; ah 
t ip i coi 
e! (Tt ey Li ry 4 Tay P a i 
a G2 R2ge Bo ASD Bie ent tA POL Yo. Aewog Tew: q itt) ‘Yo 


Hane ah rl eee ae pers 
OO ie SRS Oe ee Satis Tod or ktncrrod ta yrove Bi 


ry id 
vy. 
. f f x y , - wap 
ie the , i a] t ew q 7 ; t 
EE Seve yetinkt @gods Fo yrlnocrash exer yYods «DT 
fos ‘ 14 | : , ral 
POA ay Pee PE et} bea iat tk mote 1 ; 
ina eka ' a, “ale 
yeh We 2 ident 
" ee ee ty ‘“# T tev, D4 ia as atte Co wee P| ren, ah Py 95» 7 
J & HOO . hak nny i oo ae ae Yur o » Co i o4 . ¥! a Gt DS sostras a 
Anat " . J 
A i 5 by i) 


Mi hers bat Sire @ " 


ov age Poth ee ee Tie faa i me ‘ re s Seah “a ene .* ' 
 .  Ethetiiphaw ted bepimodo ered dagin tadw dant oak 


i a } i i F j i a bets 4 
a oC Dinow sogigtht te sonog of) .endbd shad yredtss 
Son ey iMLiGn MTP EY, ; iy Va a ee tere AL ies goin 
ee ult ats bk fe ; Y 1 AERO Neat stp apa 
ea pe NE eee ee of bh mAs) : ' : fa 
2) oe his sah edy dviy Sasa «otal. s00 8a Ba 
‘ , ' iA ‘ 
‘ a} \ ‘ 


“| oe . a $4 t@' ’ ; ho ; 
BAT: gosta et THO mont riaqole 


i nee 


-~B05- 
whole of the pulp mills ana paper mills in that district, 


and the possibility of a development of iron ores. why, 
naturally, you would undertake the larger development. 
Although it might be a hardship, or at least inerease the 
cost of power to the municipalities in the meantime, but 
that applies everywhere; that applies in all our develop- 
ment, especially the larger ones at Niagara and Chippewa, 
THE CHAIRMAN: Q--Until the question of supplying tha e 
two limits came up in the early part of 1917, Sir Adan, 
were your plans for development at Dog Lake ? A--Np. We 
merely prepared estimates on what Dog Lake could do. 
I think in 1912 or 1914, somewhere about there, we had 
estimates on the development at Dog Lake, what the probable 
coat would be there. | 
Q--At what date di@ yougsrrive at the decision finally to 
locate at Cameron Falls ? A--I don't know. I think 
the by-laws we submitted, of course, to the municipalities 
provided for the Nipigon development, : 4 
Q-~Yes, it doesn't refer to any Louation in the by-law ? 
A--Probaebly not. We would, of course, use our judgment. 
We depend upon the requirements of the Government, They . 
had, of course, a lot to say in the matter, where they pi 
would require power, that wae in thei; 1ahdme ’ 
Q--Do ai recall now when the final decision was 
reached ? A--No, I cennot remember any dates. 
g--Approximately? A--No, I don't remember. I suppose 
it would be about the time these limits were granted. 
At any rate, we had a date when the by-laws were voted upon, 
that it would be the Nipigon. It wasn't the Commission's 
fault, I don't think, or the Municipalities, for the condi- 
tion we have, as I said before. 
COMMISSIONER HARRIS: @Q--There is one question that I 


would Bike to ask, The Fort William people when we were 
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there having our public hearing, made the statement that 
your representative who was in Fort William and Port Arthur 
previous to the submitting of the bylaws -- I think 
ie applies particularly to Fort William -- had stated to 
them that the Hydro~Blectria Power Commission would probably 
buy the Kam Power Company, or develop Dog Lake, or both, and 
that, I understand, was the question before them when they 
woted on the by-law. Was there any negotiation for taking 
over or the acquiring of the Kam Company plant there ? 

A--Yes, indirectly, previous to the vote being taken, but 
it was through a third party in Montreal, and we got an 
idea of what the company would want, and wo felt, with the 
capacity of the plant not being at all adequate to supply 
the future domand, that the price was out of the question, 
‘in faet the price they asked wasn't seriously considered, 
never Wes seriously considered, by the Commission. 
He couldn't know anything about 1t, didn't know anything 
about it, unless he heard rumours on the street. 
. Q--But the by-law wasn't voted upon with the BA UY 
; that the power would be developed from the Kam Company plant 
or Dog Lake ? A--Not a word of it that I ever heard of 
myself. 3 

Q--I think that was the statement that wes made to us by 
the Municipality of Fort William? © A--I haven t the 
faintest idea in my mind, OxE don't think I ever heard 
that there was any idea of buying ae the Kem Company 
and depending upon that source of supply to meet the de~ 
mends in the district. 

Q--Whike the estimates that were made to fort William 
were on the basis of power being developed at Dog Lake? 

A--No, I think not. That would be in the early days. 

THE CHAIRMAN: Q--The estimates Bate ad iy 

Sir iotae, given by the Commission to Fort William, are 
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based on the Dog Lake development ? A--At the time they 
voted ? 

Q--At the time they voted, yes. They are on file with us. 
They were produced at the hearing up there, and if ae 
had Nipigon in your mind at the time you submitted/ ostimates 
of Nipigon to them? A--It would have been the biggest 
calamity for Fort William if we had gone on with Dog Lake, 
in my opinion. 

COMMISSIONER HARRIS: It wouldn't have been a calamity 

if the estimates submitted there had been borne ovt. 

A--It simply meang this, that the market we have, and the 
market coming to us in 1926 would not have been available 
to us. We would have required a large development to take 
care of the market available tous. The expiring of the 
contract with the Kam Company made available an initial 
demand by Port Arthur of five or six thousand horsepower. 


It also made available the market of Fort William of a 


_ few more thousand horsepower. If those markets had not 


existed we would have been in the position of having.a 
development inadequate to meet the demands of the future 
up there, and the broad policy of the Government being that 
the Nipigon should be developed by the Provinee, through 
the Hydro Electric Power Commission why, you woult haye an 
enormous expenditure all depending upon 6 new mrket, and 
that would have been a decided disadyantage -- 

Q--Tt might have been greatly to their disadvantage, 
but shouldn't they have been frankly told the advantages 
of the one or the disadvantages of the other, instead 
of having the Dog Lake estimates laid before them when they 
voted ? A--They were not laid before them at the time 
they voted, and as to frankness, Mr. Chairman, there was 


never any question raised hy anybody ss to frankness on the 
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part of the Commission in dealing with this matter -~ 
_ Q--They raise it now ? A--They certainly do make a 
great many statements that are incorrect and unfair, state-~ 
} ments that can be disproven and will be ¢disprovon. 

Q~-And they say not a word was said by you to them about 
any development at Nipigon, and you see how material it is 
~ in connection with that vote 7? ' 

A--I won't say there wasn't, but I would like you to 
ask Mr. Gaby that question when he is recalled. 

Q--You could see, if there were no estimates submitted f, 
for this, it would have a material bearing on the question 
here in issue?  A--Has a proper policy been pursued or 

' has it not ? 
| Q--They say not. They say the estimates should ‘have 
been submitted to them ? A--And the Kam Company should 
have bem bought out y 

 Qe-I am not saying that at all, but they say the 

estimates should have been submitted to them. You’ 

see the difference it would have made in connection with thig 
high tension power line, if it had come in from the place 
they were told this devolopment would take place at ca 

A--Excuso mo. We might have reached a point between the 
tio cities, and we certainly would expect, if we were 
supplying bhe company with power for their use, to bear 
or pay for the extension, that is, the hoee of the exten- 

‘ pion should be borne by that company. Supposing it had come 
| in from that direction, and the company had decided to locate 
| at Bear Point, do you mean to say that we would have been 
obliged to charge the company for that transmission line to 
Bear Point ? 

-4--T don't knok ‘what you would have done. A--For the 


- extension of the line necessary to go east instead of West 
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to’ Bear Point or Nipigon, or anywhere else , coming fron 
Dog Lake there is no question about it we would have been 
obligated, and, of course, you have got to charge the | 
cost of the power to the user. ; 

Q--You see, if you had come in from Dog Lake the distance 
from the Mission site would have been negligible ? 

A--Supposing this company decided to locate on their 
original location at Bear Point, they would certainly have 
to pay for the additional boat of that line from a point 
between Port Arthur and Fort William to Bear Point. 

Q--If it came in, as I have intimated, Fort Willian would 
have been in the better position because they wouldn't have 
had te pay for that line? A--They haven't paid for it yot. 

Q--They wouldn't have had to pay for the line to the 
Mission site ? A--There wasn't the slightest indication 
that they were going to locate at any other but Bear Point. 
That was an issue afterwards. 

weal am speaking of the Mission site. The Mission site is 
in a different position now, so far as locating industries 
is concerned, than it would have been if you had come in 
from Dog Lake. You may have been right in your decision. 

A--If we had located at Bear Point which was, I understood, ~ 

settled at the time, we would have been obliged to charge 
the additional cost of the 110,000 volt line to Bear Point. 

Q--But the amount paid for the line to Mission would 
have been far less, very much less, than it would be today? 

A--Yes, it would be less there, as T said before, at the 
Mission than it would be in Winnipeg. We don't know 
whether they are going to build mills and require power. 
The paeeratent approved of the Mission site, when we 
all knew that the original location was at Bear Foint and, 
consequently, it cost more to go there, much to our regret 
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Port Arthur should be penalized because we are taking 
these lines to some other point. 
COMMISSIONER HARRIS; Of course, if the development 
had taken place at Dog Lake, which is very much nearer 
to both municipalities than to the Nipigon, I think the 
transmission line from the Kam plant is about 18 miles, 
isn't it -- | 
SIR ADAM BECK; Before we had made a contract with 
this company we had a contract with Port Arthur and Fort 
William. We had to kecp that in mind. In 1926 there 
would be 6000 hap. available st least for Fort Willian, 
and at least 15,000 h. p. for Port Arthur. Now, how wore 
we going to supply this company with 20,000 h.p. from Dog 
Leake? Absolutely useless for the purpose of going to the 
Mis ai on. 7 
Q--I am just trying to bring out what happened, and your 
representative gave Fort Willaam some pencil estimates 
that were not final. He just wrote them out with a pencil. 
& few days after that, and before the bylaw was submitted 
to both muntéipplitices Mr. Gaby wrote to the City Clerk at 
Fort William this letter dated March beth, 1917: 
"Y beg to forward, below, estimates of the cost 
of deliver*ng power to the municipalities of Fort 
William ond Fort Arthur, from a development at Dog Lake. 
The figures for the municipality of Fort William } 
including all charges, with interest at the rate of 5 
por cent (whereas. the estimates submitted to the 
municipality early last year were based on interest at 


4 per cent) are ss follows, namely; 


if 
, 


ni t's hey ihe Vee ait 

dtkw doatitnos o hain Sa ow ototsd “:H0G Maca ATE a 
$10 RLM TAL Rio mien. : 
— otodt OSC ak .Bntm ak tant qoad of ed ot 
mabey dio 0% tenet ta eldatiuva. oad 0008 of to 
etow word Moi (tod trot x0 Bt oth 000; aL vacel tab : 
Bo MOXT +qari 000,08. AdIW yrarmno Bkdd Glgque of ones 9 | 
act of akon to bipos at ‘tot + anes oms en, 


tH niin ettagqad Sect +30 gatad ot sibel sant Eats BEE ; 
 estamitae Lhonog encod maeee si tow. eras oritadwegonqex 
hoses a sid 2 tao ahestiy stoxn douk. a fant? ton: ovew tus ce 
 hodd tmdng BW walyd aay stoted brs teat. 0d te WAR woth ; 


i 
4 


te e tv0kd Wits: edd oF oto-te ude +k seltting tana titod. ca 
| TNECL (dddS dove hots sottel Biddy meb£ctw $108 . 
tedo ‘add to avtsattes .wolod ,biawsot ‘ot god ru" as ie 


Pe 
rot to goktileqtotnaum ue ot tewog got tori Loh te 


odes aod te tromrofoveb o monk wtgeta $10% bee woninw 


BEL AES t1o% ‘to Wit Leche dase oul Ot aeteg ts od re 
ete ‘etex ot fi Tasnotek at doe ragatads fle aut Sulone ea 
| out ov bod hiedua aetwumitag agi agexedw) toon tog. ii 
a fastetat .o- fered arew Taey vast “Ylras ‘whi featotnan si 


sy Louver sawollok ge ote (treo, x0q aun 


s 
- 


a a oe 
a =! 
7. 

7 ‘ 


as 


pte era le wy Bm ‘ee 


-811- 
(1) 


2500 H.P. 22,000 ve deliverod 22.79 H.P. 
2500" 2,300 ve ee be ee 
{2 
5000 " 22,000 v. " 17,06 " 
2500 2,300 ¥. " 18.86 
(3) 
56000 "“ 22,000 v. " Cs ay 
6000 ". 2/300 ve " 15.48" 
(4 
10000 " 28,000 v. " 11.52 " 
5000” 2,300 Vs " 12.77 " 


These are based upon the following amounts of power, Te 
(1) 10,000 H.P.; (2) 15,000 H.P.; (3) 20,000 H.P.; 
(4) 30,000 H.P. They include sinking fund to retire 
the debentures within 30 years, ond a charge for deprecia~ 
tion and renewals. The above prices require the supplying 
of equal amounts of power to Port Arthur. | 
In view of the conditions existing at present in ~ 
resnect, not only of labour, but the costs of materials, 
it has been necessary for the Commission to be conservative ‘ 
in its estimates, and it is possible, if the work be done 
during normal times, that the expenditure may be reduced, 
and, consequently, the cost per hep. to the municipality. 
I shall be glad to hear from you in regard to the 
matter, and to supply any further information, or 
particulars required.” 
Now, it would strike me that when the cnt oi vtt eee voted 
on those bylaws they were woting on 2 development at Dog Lake, 
and they were the estimates that were furnished to them, — 
in the event of them pasaing a by-law and securing their 
power from Dog Lake ; | 
 Ae--If we went to Dog Lake, yes. I suppose, at that time, 
those were reasonable estimates, I don't know. Mr. Gaby 
will have to explain that. 

Q--Well, Mr. Gaby saya they wore very conservative, 
taking into sccount the high prices of everything, 80 that 
that shows very clearly, I think, that the people were 


voting on a bylaw for development at Dog Lake, and that 
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ifthose estimates are correct, or approximately correct 
or approximately correct they were going to get very cheap 
horsepower ? A--And if the Government directed it to 
g9 On with the Nipigon, 

Q--0n one condition? A--'What was that ? 

Q--That you Grenade power sufficient to take care of 
the power that would be required by the interest representing 
what is now called the Great Lakes -- and which the docaaunne 
says that they did not direct them to do, other tha to, Ry 
provide for it, and Sir William Hearst's statement this morning 
was that the Gorernment had in mind at the time -- if I am 
wrong in this statement just correct me -- that ee did not 
initiate the development for the Twin Cities, and that they 


Gid not expect the development would go on unless a contract 


was made with the Great Lakes people, or words to that effect. | 


THE CHAIRMAN: They said they didn't go to Sir Adan, 
or that Sir Adam went to them, and the Commissi on was also 
told that if they did take the Cameron Falls evelopment 
they would have to provide for Mr, Carrick, but the Governs 
ment didn't ask them to go to Cameron Falls at all, but then 
told them just what I have stated. Sir William Hearst said 
that the Hydro took the initiative, Sir Adam Beck went to 
see hin? A--Then, I presume, you say I am personally 
responsible for going to Nipigon ? 

Q--No, sir, that the Commission is responsible for going to 
Nipigon ? A--I sea, we didn't require an Order-in-Council 
to enable us to go there? 

Q--Yas. A--We didn’t require a specific and distinct 


direction from the Government to go there, an Order-in~ 


Council. 


g--The Order-in-Counocil states thut the Conmisston itself 
has recommended -- A--Did Sir William Hearst say 
that his Government did not direct us to go on with that work, 
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“COMMISSIONER HARRIS: You had made application for an 
Order~in-Council to do it, you had taken the initiative, 
not the Government ? A--We require to do that in every- 
thing we do. 

Q--They say the request came from the Commisai on and not 

the Government, | 

HON. MR. LUCAS: I don't know that that 1s just exactly 
what was aaid. Sir Williem Hearst said we have no technical 
advisers, and we take the advice of the Hydro, and they 
advised us and we followed that Aaeiaen and we get our advice 
from them, 

COMMISSIONER HARRIS: Yos, they recommend Shen. | 

SIR ADAM BECK: Certainly. We recommended a development 
to supply the two municipalitiés that we had contracted with, 
but it was also rendered necessary to undertake the larger 
"development by reason of the Great Lakes. The Government 
knew all about it, and the Commission kept them informed, 
They kmew it as well as we did. , : 

THE CHAIRMAN: Q--We would like to see any letters 
which directed you to go there. He said, if you go there 
you must provide for those people. If you don't go there 
you don’t have to provide for then? if 

A--We retain the development in the Crown, The general 

polioy of that Government was that the waterpower should 
all he developed by the people and for the people. It is 
an Rete eordi nary thing to me that they would take the | 
development at Nipigon back to the Grown and leave it lying 
there, and say to the pulp companies, "We haven't sufficient 
development in Dog Lake to help you in developing what you 
have bought.” 

HON. MR. LUCAS: There is no letter that shows that. 
I listened to Sir William's evidence all morning as I sat 


here. I know of no evidence that he geve here this morning 
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that is to that effect at all where he says "If you go to 
Camaron Falls you must take care of thae people.” I know of 
no evidence of that kind, and I listened all morning to him 
very carefully. That is a very different interpretation, 

and one must refer to the notes. 

THE CHAIRMAN: I understood him to say that¥the proposal 
came from them, 

HON. MR. UCAS: The initistive, or the recommendation 
for the development, rather, came from the Hydro. 

SIR ADAM BECK: Mr. Raney says that the company was 
prepared to enter into a contract but for two clauses in the 
agreement thet they were not agreeable to. One was the 
strike clause, and the other was some bond question. Well, 
so far as the strike clause is concerned, corporations and 
others considerably higher than this company, using very 
much larger quantities of power, are all subject to the 
strike clause. There are three or four small contracts in 
existence, in the earlier days, where there is no strike | 
clause provided for, but they have gone out of business. 

1 think there are two left, and they amount to a fey 
“pundred horsepower, 

THE CHAIRMAN; Port MeNicoil is rather an important 

one? | 
A--No, not compared to this. I don't know what the 


reason specially was. 


Q--I8 it necessary that you should have a fixed stendard 
clause in every contract ?- A--Not unless you want to make 
| fish of one and flesh of another. 

Q--This might be aifferent, the conditions here might 


4 be different?  A--Not at oll. In every contract we have 
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the strike clause should be eliminated if this company 
has the strike clause eliminated, ‘These companies have 
been operating ten or twelve years without any trouble 
whatever. They control their men. They night at any 
time, if they want to default, bring on a atriko and, in 
that way, we might heve moro deficits on our development, 
_Q--It seems to me absurd to think thet they would bring 
on a strike just to stop paying for the power ? 

A--Well, it might look absurd. 

Q--Couldn't you provide that, if there was a strike, 
and there was a question arose «s to whether it was a bona 
fide one or not, the referee could settle it at once ? _ 

A--Mr. Gregory, there are ways and means now of settling 
strikes that didn't exist when the original Hydro was 
launched, and when this original contract was drafted, 
and there is no reason in the world why they shouldn't be 
Poontinusd, unless the policy is to eliminate them entirely, 
and then if we have en enormous loss because of a strike 
being inaugurated by somebody that controls these things, 
and we didmtt control them in any way, who is going to 
bear the loss, the municipalities, I suppose ? 

Q--You are suffering an enormous loss through not having 
the contract signed ? A--Whose fault is it 7? 

Q-~I am not saying whose fault it is 7? 

A--I am giving pretty strong expression as to whose fault 
it is. It is the fault of the Province of Ontario, on 
both occasions, and I am ulways going to say this, on 
every occasion, and 2 hope the municipalities object to 
carrying the loss until there is a sufficient amount of © 
power used to carry the investment that was made there in _ 
good faitr. and for which they became co-partners anticipating 
that the Government would gee that power was used in the 


development of these pulp industries. 
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Q--The Attprney-General Says he thought those very small 
points might have been adjusted. He secms to have come 
pretty near to doing that. A--I Coeee Mr. Kilmer puts 
it pretty clearly. There was a good deal of acne 
on the part of the lessees of the lands, trying to kill 
time, until conditions were favourable to begin the construc- 
tion of the plant. 

COMMISSIONER HARRIS: In connection with the contract 
with the Nipigon Pulp & ae Company you gave them 
& fixed conttact, didn't you?  A--We probably did, 

Q--That wasn't a contract for power at cost ? 

A--Well, it might not have bem that, but it was Scant 
price, a high ice! 

Q-~-There couldn't be a contract for power at cost, because 
the plant wasn't built? A--I wouldn't be prepared 
to say it was at cost, $26 or $28, whatever it was, within 
12 miles of the development plant. 

Q--Well, of course, the operation of the plant from 
its inception up to the present time shows that the con- 
tract was below cost, even taking your own figures. 

A--lt depends what you charge us up with, if we are to 
carry sinking fund ond everything else from the inception 
presumably it would not. We were trying to get business, 
and this business was very high priced at the time, I am 

? not saying it was not power at cost, but we have deferred 

E the oharges in nmarly every new development we heave mado. 

g--It couldn't be power at cost ? A--Not if all charges 

are exacted, no, | | 

Q--Another cuestion in connection with that contract $ 
Why did you make a contract with the Nipigon Pulp & Fibre 
Company and take a bond from them for $40,000, and ask the 

i people owning the Great Lakes Pulp & Paper Company @ bond 


for $500,000 ? That seems to me to be making fish 
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(of one and fowl of another? 

A~-Well, I presume this is a small concern, probably 
using 2500 horsepower. 

Q--Wyat, the Nipigon Pulp & Fibre Company? 

A--Yes. ; 

Q-~I understand it was over 10,000, that the coutract 
was over 10,000? 

A&~-Their minimum wos 1000, and they gave us a bond that 
would cover the total expenditure we would require to make, 
at least as near as I remember it, to supply that power. 

HON. MR. LUCAS: The loss in salvaging it. . 
| SIR ADAM BECK: Yes, the loss in salvaging it. 
The bond for $40,000.00 would have compensated us for the 
money that we had invested in those lines. 

COMMISSIONER HARRIS: Q--But thet is what you did 
with one company? 

‘&--Yos, and $500,000.00 with the other, 

Q--Yes, $500,000.00 with the other? 

A-~Well, I presume that would be nocossary to safeguard 
us, beceuse we have the municipalities, and we must safe- 
guard them, and if there is a loss the municipalities would 
have to bear it. If there is a profit, it gocs to their 
credit, of course, and I suppose that we estimated that the 
$500,000.00 was necessary in the way of a bond to protect 
| the Hydro Electrio Power Commission in this investment to 
transmit power to this Company. 

2 I don't think thet we had any thought of disorim- 
inating against anybody. The companios look all alike to us 


and we have never been accused of that. 

Q--Of course, in one case you must have known, or could 
have known if inquiry head been made, that the ono company was 
an entirely new company without eny past whatevor behind it, 
4 and the other, with cll its pact connected with it, was 
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composed of men of substance? 

A--Well, we thought our guarantces were all pight to 
compensate us on our investment. We did not search the 
title to see if they owned the land, but we aid know they 
had 8 large investment in Nipigon to manufacture pulp and 
paper. I don't think anybody expected that they would go 
as they did. Of course, the pulp business has beon very 
bad, and the paper businessos have suffered enormous losses 
and have been in a bad way. I think Riordons is a pretty 
goed case of what hes happened, because of the deprociation 
of the business, 

Q--Well, I don't think that that enters into this partic- 
ular matter? | 
_ A--No, but we wore not specially concerned, because we had 
&@ bond to cover us for our expendituros. 

Q--You made the statoment a few minutes ago that you 
couldn't make fish of one and fowl of another, and I think 
4t looks as if you were in those two instances? 

A--I wouldn't presume it was. I am not prepared to give 
you the figures that we required to protect the investment 
we were to make for this company from the Nipigen to their 
plant, te supply them with a big block of power. I think a_ 
$500,000.00 guarantce would not be excossive, and, if it 
was, we would have no object in doing it. Of course, it 
would involve certain units - 

Q--It would have put a differont complexion on the whole 
gituation if the contract had boen made though with the 
Groat Lakes Pulp and Paper Company? 

A--You don't infer that we deliberately discriminated in 
one case or tho other, 

q Q--I don't infor anything, but I think that that contract 
" should have been mada if Rumanly possible? 


A--Humanly possible. 
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Q--Yes? 

A--It is within the power of both governments to make it 
humenly possible, that is my candid opinion. 

Q--The Govornment went so far as to work out the details, 
satisfactory to them, and the matter was left to the Hydro 
Electric Power Commission, and they turned it down? 

A-~-We turned it down, certainly, unless it was in line 
with all contracts we make, If the Province of Ontario 
was ready to assume the responsibility and the liability 
that might entail beoause of strikes, then the Hydro 
Electric Power Commission would be perfectly satisfied, 
if the municipalities that are assuming the whole liability 
are protected. I do not see why the municipalities should 
be placed in this position, unless the government are 
prepared to protect them from loss. 

Q--Wesn't the Government willing to go that far? 

A--I don't know, I am sure. 

Q--Were not you notified that they were? 

A--That they would assume the liability that might bo 
entailed on agcount of a strike of tho employces of the 
company if one occurred and that clause was eliminated, 
4f thoy would assumo that liability it would at once satisfy 
the Hydro Eloctric Power Commission as trustees for the 
municipalities. 

Q--Ison't that what thoy did? 

“Ae-Not that I am aware of. 

Q--Weren't you so advised? 

A--Nlo, sir, not that I know of. Iot the Govornment give 
a bond of $409,00.00, that will be all right, the Province 
of Ontario. 

Q--My opinion is that the Government were prepared to go 
that far, and that tha Hydro turned it dow? 

A--Well, if they are willing to give an undertaking to | 
that effect, if tho people of this Province are willing to 
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guarantee this company against strike, then it ig all right. 

Q-~That wouldn't be any more onerous on the Govornment 
than what you propose now? 

A--In the one case they are distinctly, in my opinion, 
responsible, and, in the other, they are not. Why should 
the Province bo asked to puaranteo a strike in this 
manufacture any more than in any other. 

Q--Why should the Province be asked to assume any part 
of the doficits? 

4-~Becsuse tho Government of the Province directod us to 
supply not only this concession but future concogsions in © 
that district with power. 

Q~-At your request? 

A--Well, of course, Mr. Harris, they simply defaulted in 
that matter. I am quite convinced that the Governmont coula 
have forced this company, that the previous Government 
might have had a clause inserted thore for them to take 
it, and I think the Ministers of the Government have given 
you ovidence hero to show that thoy would have insisted in 
the end. 

I think the letter from the Prime Minister of 
to-day to the City of Port Arthur makes it vory cloar that 
he intended that they should. 

So far as the lawsuit is concernod, I was oppoced 
personally, and said so in the Attorney General's office 
with it, and did not want to go to the Courts. 

The mattor that the company was not legally bound 
to take power from tho Commission was ovidently in overy- 
body's mind, but that they had not dofaultod, and that the 
Commission were not prepared to supply the power, when 
roquired, to that company, evon if they worked day and 
night towards constructing their building and installing 


their machinory, that is ancthor mattor ontirely, bocauge 
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power would have beon available, and was available. 
Q-~-The point you are making is, that the Government is 


morally responsible for the present condition of the 


Nipigon systom? 


A-~Yes. 

Q-~Well, with all the evidence I have had before me, I 
sannot agree with you? | 

4-~Woll, that is my opinion, at any rate, that the 
Govornment should bear the loss there is now. Of course, 
the five percent interest is immaterial, if the Government 
is going to assume the loss. If it ign't, then the 
munieipalities might have certain of the eharges doforred, 
or spread over a numbor of years without sny loss to the 


Province. That was the only suggestion I made, and I 


hope the Government will assume tho loss. It won't be very 


much, and defer tho cinking fund and depresiation, and 
interest charges for a fow years, and nobody will be hurt. 
The value of this wator power devolopment of the future, . 
and the devolopmont of the pulpwood industries, will mere 
than compensato the Govermment for any assistanoe they give 
those municipalities in the meantime, in 41d of & situation 
cauged through no fault of tho municipalities at loast. 
THE CHAIRMAN: Q--It goems to me, in all theso 
mattors, that the greet loss is their own business, and 


that we aro magnifying the losses which might occur 


S through this clause in the contract? 


A--Will you make any kind of a contriuct, then, « contract 


that wouldn't be fair to the municipalities? 


Q--Qh, no, not at all, but I say to make & fair contract, 
that would be my endoavour, and I wouldn't let it go off 


on mere dotails? 
B--I think it unfair that the municipalities should be 


| asked to take the risk of striko on the part of those 
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manufacturors, unless for the purpose of supplying them 
with power, 

Q--It is distinetly unfair that they should lose trade 
through no oontrset being made at all? 

A--Yos, end allow tho companies to get out from under, 
to & certain extent, that is my opihion, especially a 
company that was assisted hy the Government holping to 
oarry them Over the period of depregsion and high oost of 
sonstruection. They have been snormously bonefited by it, 
and they are the last that should quibble about a dollar 
more per horsepower. Thoy certainly shouldn't be given 
any rights, any moro than othor companies doing similar 
business in the Province of Ontario. Othor companies 
doing similar business havo been ready to sign and enter 
into agreoments for a supply of power, 

COMMISSIONER HARRIS: Q--There is just this 
point I would like to bring out: I suppose that you know 7 
what some of the other pulp and paper companies are paying 
for their power, don't you, not being supplicd from Hydro 
put through private dovelopmont; some of them ere getting 
their power as low ag $8.00 and $9.00 a horsepower? 

A--Yos, and whet ara the pulp and paper companies paying 
in Port Arthur at the present time? 

Q--They are paying from $14.00 to $21.00, I believe? 

he-No, no, they are paying more than that. 
 Q--For some kinds of power thoy are puying less? 

_ A--That was on that old contract. What is the Port 

| William company thot has just made a contract paying? 
Q--Thet is made with the Kam Compuny? 

A--Yes. They have got a eontract. I don't know just 
what the terms or conditions are in the way of supplying 
the power. I know the price is pretty well up. Do-you 
know what it is, Joffroy? 

le MR. JEPERGY: Noe 
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SIR ADAM BECK: It was somewhere around 318.00 
or $19.00, or 421.00, but we aro quite agreeable, bovause 
that igs done in various contracts. We make the provision 
if, whon the cost is reduced, whon wo entor into @ contract 
to supply companies similarly situated, and in similar 


business, thet we will make the same reduction to thoge 


companios. The ultimate cost, of ooursc, will be vory 
much Shih than it is now. 
; Got &@ 40,000 to 50,000 horsepower load on that 
plant, or half its capacity, why, there would be a reduction 
in sost. 

Q-< agree with you on that, but of course thore ig 
the point that thoy can't afford to pay for powor in the 
grinding of their pulpwood? 
feaves: 
Q~~And that is one of the nate that has to be taken 
into eonsideration? 
_ Aw-Well, who is going to psy if there is a loss from it. 
Thet is all that oomos up before us. We are the trustees 
of theso municipalities as woll as the Provinea of Ontario. 
Q--The point is, of course, that this power of Gost money 
is so confusing. What is cost? 
‘A--Well, Mr. Harris, in this case it would not be, because 
if any pulp company came along and wanted powor, and able 
to supply it at a lowor price, then this company, boing 
Miteels better or similarly situated, would get the benefit 
(of that reduction. 
| Q--Cost might be anything, you know? 
A--Oh, no. | 
PF4--on, yes, it might? 
A--Not with Mr. Olarkson auditing our books. 
Q--Mr. Clarkson hasn't anything to do with the cost? 


Ah--Oh, yes. 
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Q--But only because of the figures that are given to him? 

A--He picks the figures that he finds in the books, and 
ho usually looks at them pretty well, and gorutinizes not 
only the figures but the contracts and the agreoments under 
which we eontrol them. 

Q-~But I may that cost might be so exeossive that you 
wouldn't get any buginess? | \ 

A&~~T know, but afst 4s cost, of course. 

Q--Coat is cost, so that power at cost isn't always what 
it might signify to be? 

A--I have olrosay told you what I thought was a solution. 
T am not all wise, and I am cortainly not almighty. These 
things are inferred, however, but they do not pan out. 

I think the Government should defer some of these 
eharges. As I have already said, it is a moral Obligation 
on the part of the Government in the mattor. That interest 
might be fixed fer a term of yoars, and in that time, the 
revenue will be sufficient to take care of the higher 
interest that provails to-day, the interast rate that exists 
to-day. If that isn't done, and they are not able to take 
care of the charges in a reasonable time, then, of course, 
that would havo to be charged to the enterprise ag 4& whole. 
There is no reason at all why we should not defer deprecia- 
tion for a few yoars, say till 1926. That is only & matter 
of four years, and I am quite eonvineed thet it would be 
self-sustaining within four years, and I think every effort 
should be made to sooure a market from this company, and then 

q we might base our cost price to thom on the besis of 
deferring those charges. 

In tho moautime, I can only repeat that the — 

Btrovince of Ontarie is going to get the rental and the 
| revenue from all this pulp, and so on, and would bo gotting 


8 big revenue now if these mills had becn built when they 
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were indicated to be built by the original company. It fs 
only by working ot it in that way thet the smallest amount 
of loss will be entailed. 

I certainly do not think the municipalities should 
be ponalized to the oxtent that they will be if wo follow 
the Act and the agroomonts to the lettor, and we may try, 
in one way or another, to locate the blamo, somohow, on 
someone, but that isn't going to get us anywhere. 

COMMISSIONER R.A. ROSS: Q--Sir Adam, you mentioned 
that you had a number of eontracts. Could you tell us about 
any of these, the size of them, and who they are? I mean 
with largo consumers? 

4--I would have to look them up, our large consumers. 
The Carbide Company is one. 

COMMISSIONER HARRIS; That was an Ontario power 
_ @ompany contract, was it not? 

MR. JEFFREY: No, that eontrast is direct with 
the Commission. 

SIR ADAM BEOK: We mado that contract. . 

COMMISSIONER R.A. ROSS: Q-~They have the strike 
cleuse in their contract? 

SS think so. Thoy omploy « large number of mon in 
addition. 
Q--Have they any bond? 

MR. POPE: The stock of the parent company. 

COMMISSIONER R.A. ROSS: Q--I understand that when 
you impose bonds, it is to cover the capital invostment which 
you havo to mako on their capital account. It is not to 
gover possible loss of revenue from the plent going into 
liquidation, but it is to cover the investment to which you 
have boen put for their special benefit? 

A--A special installation that wo might not héve any uso 
for if they closed their plant. 


Q--What clause have you got in that regard? Tho same 4s | 
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this clause is in this contraet? 

A--Yes, they are all tho samo. 

Q-~That is the arbitration clause, just the same as in this? 

S--I think they are ell alike. I don't think we have a 
clauses in that company's eontraoct that will ontitlo them 
to any reduction at a price we might be selling to other 
companies. 

Q--So that you are not making fish of one and fowl of 
another? A--No. I don't think they ask it in a case like 
this where eompotition is going on, but in this case when 
the argument is used that you might sell another eoncession 
next year, and you might have power available for them at e 
lower price, and give them that price, it would be difficult 
to compete with them, so in that way we do sell it at a lower 
price in that district to small manufacturers of pulp and 
paper, and under similar conditions, so thst they got the 
bencfit of it. 

Q--In the case of the Nipigon Pulp end Fibre ah you 
hod a bond of $40,000.00? 

A--Yes, that and the selvage value of the lines was 
supposed to cover tho eroMae that we invostod to supply them 
with powor. 

Q~-In the case of the other company, you wanted $400,000.00, 
if I romember right? 

A~~I don't know, but I suppose that is correct. 
Q--Presumably thet was on acsount of the capital oxpend~- 
iture you had to make in the one case being more than in the 

othor? 

A--Yos. 
 Q--Now, with regard to your contrects, you make what you 
ean a fixed price, that is, $16.00 or $20.00, whatever it is? 


A- ~YOS. 
Q-~As a matter of fact, that is only 6 maximum price you 


are charging? 
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A--Yes, that might be mado a maxinum prios. 

Qe-Yes, so that they got the benefit of any reduction 
below that? 

A-~The idea of the fixed price is: here is a company 
Spending millions of dollars putting in a plant. They ae 
know definitely when they undertake that, when they finanee 
it, that a eertein price would provail and not be exceeded, 
but if they can get a clause that if we supplied similar 
inetitutions at a lower price that then they will benefit 
likewise, because thoy bore tho original koavy burdon, then 
why shoulda't they participate in the reduction if s 
competitor is favourod. 

Q-~Having given them tho maximum, havo you, in the back of 
your head, any meang by which, if the intorost rate changed, 
or anything of that kind, that you can charge them more? 

A--Ho, wo cannot. 

Q--You are fixed on that, and when they get that price they 
know that ig the absolute maximum? ; 

A-~Absolutoly. If there is © gain in the sale ef that 
power, as there wes in the carbide, for years,- I don't know 
whether we make any money now or not - thet all goes to the 
credit of the whole district, that goes into tho general 
distriet, and if there is a loss - I am reforring now to the 
Carbide Company - the municipalities ih the Niagara District, 
140 or 150, bear it. 

Mr. Joffroy tolls me tho Salt Company at Windsor 
heve put up $50,000.00 just to build a 13,000 olen lias over 
to their plant, and they are & very strong, well~-financed 
a ad I think. | 

THE CHAIRMAN: Mr. Ross, I undorstood that the 
$40,000.00 bond st Nipigon was to socure tho price ef power; 
it was usod for that purpose. 

COMMISSIONER ROSS: I didn't understand it so. 

THES CHAIRMAN: It was used for that purpose. The 


ie ee 


Dokoscns is don bas Lterong, 5 hioow a Phe r 
<alinte be tkacam ow BE at ss 


gp RE pel ige oa’ at F ovegtontnag we antaode % hy 
{ Crane bore rat gt “podtte mi 
a dapd! de soy ovad ,momb sam lee nett nevis st a 
» bewradto wtor taototat ond tt dokaty “ud endon qie boot 7 ot é 
orom nod: vara “80. fa judd badd tudt to dilnied ee “i 
.tomae aw otek 
odd ootug tadt toy youd nodw bass tend a9 bout ote woe 
ad Temas sear stuloeds ont ot tedt 8 ie 
fads . oina sdf ai ubag a ab ered? < selotnLondinch “hy 


went ttno® T ~,otaey tot vanaeeen Se | ent at ‘ean etod? 2s sows 


is 
oat of ROOR fife t3dt = ton xo won “romom is aalont ow xodttod wv 


Latecieg ond otiet neon test ,tolrinth ofedw adt to there 3 
oad ot wor galitotot mo I - seol « at etodt LL bic tobeaets. ay 
tobtte La Htwgals odd At ae itiiegtoLeme ong = wragare’ obidra 43 a 

, tt taed ,O8t to or 


eer ia Ae, i 
; on 


Toobalm, ta yragquod tint edt om affod yorktot “2H 


evo onti tfov 000.8L » Bitnd oF tear 00,000,088 qi tag ovat” 


boomens? “flaw CF dc a yter 3 ote yed? Sites etaaly tledd cr 

: |  dmidt 1 nohdird tes f 

| sft tad? bootexohar I 200% .xM  MAMATABO SHT is: 
LP 


sy 
j 


rtowog q te aolxg odd otmoce of gaw nogigttt te had. 00. 000, 08 

£04 Ae be rye a 

oe Oguay font tok boew on 

; (\ Ae cee 

08 eh pastoro bes THBDD | r :etom RMOTRETIOIOD ny iS 
iis ghee te a i fig 


Pup oT, 
ene oowet Gri; 


in) ‘sat sowowrn: , tente 18% boar n aa a) iG ae 


f ofa, ak Cy ts is non) ay Nan ma) eas un 7 Vi at 
SP aay Oy, | Oy US ee 


“= 828- 
bond wes forfeited. 

COMMISSIONER R.A. ROSS: The question I asked 
Sir Adam was this: in figuring tho amount of the power 
Which you will ask from your customers, do you not take 
into consideration the amount thet you have spent in vapitel 
dnvestmont, and that your bond is then only to protect you 
providod they go out of business. 

THE CHAIRMAN: In the Nipigon case the amount of 
bond is te be appliod on the priee of powcr lest, therefore, 
thore will not be enough left to apply on the capital in- 
 vestment of the plant. . 

SIR ADAM BECK: I think that bond eovers any loss 
that may be sustained. Of eourso, when people fail it is 
pretty hard to have all the seourity on your side and tho 
other creditors have none. | 

MR. ROSS: Answoring the Chairman, thot is a 
question of bwokkeeping. ‘In tho statement, it is credited 
&s part of the revenue. | 

SIR ADAM BEOK: At any rate, we have got that 
seourity, $40,000.00. | 

COMMISSIONER HARRIS: Q--In taking over the /powor 
@ompany, the Blectrie Right oompany and the Seymour Company, 
all thuse companies hed long dato contracts? 

A--Oh, yos, they did. , 
Q-=Did thoy contain the strike olause? 
A--I don't know. 
Q--Do you know thet, Mr. Pope. 

| MR. POPH: I cannot say offhand. 
Q-=-Do you know, Mr. Jeffroy? 7 

MR. JIFFREY: Wot offhand. 

MR. POPE: This strike cluuse, Mr. Harris, was 
entirely to protest the munisipalities. | 

SIR ADAM BECK: Mr. Harris, wo are in a different 


position. 
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MR. POPE: The strike cluuso was to protoet tho 
municipalities against their not taking power, and they 
would have to stand the loss. 

SIR ADAM BECK: Mr. Harris, you understand the 
Ontario Power Company or the Seymour Company would sell it 
at a eonsiderable profit, probably, Dhe profit that would 
acemue on account of that contract would proteot thom ik } 
caso of any loss. 

COMMISSIONER HARRIS: They wouldn't sell it now 
at ao considerable profit. | 

SIR ADAM BECK: We are only supposed to take oare 
of the actual cost of power. Now, if we haven't got that 
eost provided for, the profit that they have over and above — 
the actual cost, who is to eompensate the municipalities, 
and, for tyat reason, we require theso protective glauses, 
and that is in our contracts to proteet the municipalities 
where there is no fund to take care of any feiluro, such 
as the Nipigon Puap and Pibre Company. We got the best 
seourity we con, and we suppose & company invecting a large — 
smount of money, as they 4id thore, and having concessions, 
zro more or less relioblo. Wo didn't know this company, 


‘the Great Lakes Company. We didn't know they wore finan~ 


oially sound, so wo asked for $400,000.00 worth of guaronteo. 


Q-rAnybody now having & contract with the Ontario Power 
_ Company really have it with the Hydro Electric Power 
Commission? | 

A--Oh, yeoe Of courss, any contracts we mee all have 
that strike clause. The old contracts, some of thom, were — 
yory bad. That was largoly the result of thoir having to 
sell out in tho onde ! 

COMMISSIONER RA. ROSS: 1 think they made a bad 


-—6gontract with you. 
SIR ADAM BHOK: "hey made a very bad one with uSe 


bis 
Au, 


stuow duets pene ote’ s\veahiela req 
at abt hits bio : rc 


A 
, i] 
Aer rn 


WO iy ae fused goat 4 B 


ee 


‘st0o eae of beooatte tea ora ow SARE TEA ATE i be 
gadt ton o'aevsd ew tt ywolt_ stowog te teoe fasten a 7 ee 
ovoga bns' tove avad yout tent ‘stor ont “mot, Sabtvorg, # 
eokdbogtotnim, dit edspaaginos of ef one #900 seta sae 
*, adabdLy evitootpxg eed stinoot or L#owao%e peers is ae 
Mood? eaten odd Mabini ot ateastano <8 at ‘gt bode b 


nod’ wits per ci | me eset Be | ki noptatt, e 
ai ity D I saiisiduapehnied Getaquoo io tai ow ‘baw sao of vit ‘ 


ie = iF 
" taaqero9 ee Wo 23 stents ow soda Yoet ono £9 atom va . 


 Towot eiretnd ort dt ty towne 3 salvar wor eet 
| towed obste seit onbyd on? vitiw tf evad Vifsor eaegmoD 
OO AG yess) | Yuotouimnco 


‘evga Ilo exis ow -atoutésxoo Ye .oatvoo TO. a sor Qk iy 
| "ae 
 otow ,mont bo emov ,etostinos Slo od? -coneto oxlyta todd - 


‘* 


P : 3 ve As 
Of giived tlodt to tivaer odd ylodisl aow 24AaT _ Ntos 


aod  ¢ Bato ont at tag Loa 
fad & obam yuuds satdt I :8BOT LAL suoreerame 


j ye or ‘Py » i on i 
82 -dtiw oo ‘bad wriry b obaat Aoi? 2 ‘OES wll me i ss 
Mri dione 3 eT thr 


Mr. Popo informs me that whon wo took over the 
Ontario Power Company wo assumed a contract for 60,000 
horsepower with tha Nisgara-Loekport Company. That is the 
largest contraat we have got, and in the agreoment thet the os 
compenies entered into with us in the purehase of that | 
the strike clause was inserted to protect us in the sale 
of power to the Niagara-Loekport whioh aid net exist in 
the Ontario Power Company contract. They were part and 
parsel of the Ontario Power Company, they wore eontrolled 
by the same intcrosts, and wo insisted then that, in this 
agreement, the purehase agreement, they agroo to this 
strike clause being insorted in that 50,000 horsepower 
contract, which they did. — | 

THE CHAIRMAN: Anything further, Sir Adam? 

SIR ADAM: No, nothing further, unless you want 
to ask some gquostions. 

COMMISSIONER J. ALLEN ROSS: Q--Sir sagen it 
is very hard for me to see why you continue to tuke the 
position thet you are by holding out for a standard 
contract. I am only & busineso man, and perhaps I 
haven't your viewpoint? 

&--1I think thet is the fortunate thing about you, that 
you sre a businoss man. You can look et it from & business 
point of view. | 

Q--I eon sco whare, some yours 4go, you could take the 
position you now take, that you wouldn't give a modified 
sontract because, os trustea for these munioipalities, it 
might, in faet, harm them in the future, but tonmday you 
are in the position of secing tho folly, in negotiating a 
contract, or rather failure to negotiate a contract, working 
out to the disadvantage of the two municipalities to the 
extent of a thousand dollars a day, wa will say. Now, 
isn't it & choice betwoen two evils, the lesser boing 


the nogotiatine of a modified standard contreot? 
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A--Mr.Ross, if I could sonvince myself thet that was 
the oorreot thing, to advise the making of a contract, ond 
the Province would agoume responsibility of any loss on 
account ef it, I would say all right, but you cannot make 
mé believe that it Yas any bearing on the case at all, 
because these large companios such as the Niagara-hockport 
Oompany buying 60,000 horsepower in a foreign comtry, 
behing subject to the Courts and everything of this country, 
changing the contract because they were allied interests, 
and ingorting the strike clause because we asked them, 
then I am conyinced that it is quite fair, because they 
control the men, and they would be responsiblo for the 
strike if there was one, You cannot convince mo that that 
is not the proper thing te do, and you cunnot convince me 
that that has any bearing whutever en this contract, I 
think it io a mest viscious thing, Mr,Ress, to mike the 
change you suggest, 

Qe-I can see your point of view, You had that point of 
view two or thres yours age, but I eccnnot see how you 
maintain it te-dsy, holding-out that a modified contract 
is the bettor policy when it is, in fact, working out to 
s thousand dollara a dy dofieit ? ; 

A--You cannot convinee mo that 1% would affect it, and, 
in the next place, as I say, you cannot meke fish of ene 
ana flesh of another whon you are acting as trustees for 
the Prevince of Ontario ond these municipaliticc, ag we ares 

Q--I will say IL agree with you in practice and in 
principle, just for the sako of argument, but in practice 
4t docsn't work out; in the case of tho Great Lakes or in 
the case of the Nipigon you have got a potontial customer 
thero that you are not gotting becuse you arc «lliowing 
thoge matters of which you speak keop you frem a sale of 
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Aw-No, it 19 in practice. De you think 1t would be fuir 
to the ratepayers of these two munigipalities if we failed 
to got the same protection in tho oace of the Groat Lakes, 
thus protoatiug them from any loss for whieh thoy are liablo, 
6s all the other municipalities in the Province of Ontario. 

Q--I belleve it would be fairer to these two municipal- 
itios? 

A--It might be better business if that wea really e 
contentious fastor in their contract, whieh you cannot 
make me believe it is. 

Q-~As far as I can see, the only thing betweon you and 
the Great Iekes Pulp and Paper Company ~ and I mean by that 
a solution of the deficit that is being ineurred to-day ~ 
is the lack of a modified contract, and I cannot quite see 
your position. This is my point, Sir Adam: I cannot quite 
gee how you can hold that position to-day, because 
conditions are so different. You have the proof of the 
pudding to-day in a deficit? 

A--Only the Provinee is rosponsible for tha situation 
wo have to-day. | | 

Q--I do not care who is roespensible for it, Sir Adem. I om 
trying to get at your point of view to-day? 

&-~You are not going to leave thom unprotectcd in this 
big investment that we are making for thig sompany, because 
of some strike clauce that thoy control’ 

THE CHAIRMAN: Do you think Fort William is 
objosting to your making this? 

A--Fort William, up to dste, hasn't got any responsibility 
at all. 

Q--It has an ultimate ono? 

A--Yoo, and we are golug to protoct them in overy way we 
know how, so that they will not be penalizod because of 


someone elso dofaulting. 
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Q--I c&n understand your point of viow, Sir Adam, I think, 
butI do suppose that, if you people are willing to soll tho 
power, and those people are willing to buy it, and if both 
parties wantod to make ca contract, there ought to be somo 
Way of making o fair eontraot that would be aecoptable to 
both. JI think there is too much fecling in the matter? 

A~-Peeling? 

Q~~Yas? 


A--—r. Chairman, if you ¢am show where tho Commission has 


ever boen guided by feeling, and we have had some pretty 


sevore pains &t times - 

Q--Suffering from some yot? 

A--Thon I want to know. 

Q--I think your refereneo to Mr. Alated showed me there 
was somefecling thore? 

eam f repeated what Oounsel for the Government had to say — 
about Mr. Alsted, or whoever it may havo been. Counsel for 
the Government made it very elear that they were humbugging, 
at least he told us so, and he had. all the ovidence before 
him. It is our businoss not to be humbuggod. 
* Q-mI think you have some fooling against Fort William too? 


A--T beg your pardon, ifre Chairman, we have nothing of the 


kind. I wont you to prove it, If you make that etatomont. I ; 


leave it to any just, fair man - and I hope you are that 


men - to show me where wo have disoriminated against Fort 


William. 
Q-~You have some feeling towards them about eutting down 


those poles, and so on, as you referred to tho other dey? 


A--Mr. Chairman, wo had a legal right to erest those polos, 


but we did not Gu defercnuce to their wish. We deprived our- 


solves of a 5000 horgepower. Does that look like feoling? 
Q--I think it left some? 
A--Well, thank God there is none in moe. 
Q--I am glad to hear it? 
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SIR aDAM BECK: I hopo I will always be the samo, 
We are conscientiously in earnest, Mr. Chairman. No man 
has over knocked me on the head but vhat I tried to be « man 
and take another one, if it was coming to me, not uniess. 
_ THE CHAIRMAN: Is there anything further, Sir Adam, you 
would like to say ? 
SIR ADAM BECK: No, no, I am at your service. If you 
will only give me half an hour's notice when you want me 
I will be very slad at any time to come. 
THE CHAIRMAN; We are very glad to have you. 
STR ADAM BUCK; Mr. Ross, are we quite clear, you 
and I ? 
COMMISSIONER J. ALLEN ROSS: No, I don't agree with 
you on that et all. I am clear as to whet you said, but I 
am not clear as to why you think so, how you can think 
that way. i 
A~-Well, I do so as trustee for those municipalities. 
If you were trustee of an estate you would be very loath 
to vary the conditions of the Will, or tho principles 
that you think you were to carry on that eutate, end our 
reat is just as solem as that is. We are just trying 
simply to protect the mnunicipalitics who have no funda. 
There is no fund there to tuke tare of these things. 
Where are you going to get the money without penalizing the 
taxpayers ? If we were a corporetion making a lot of 
Beye like yours, for instance,then the situation would 
be different, but those municipalities have no such thing, 
they are getting power at cost. 
Q--My only thought is thet you arc handing the munici~ 
palities a loss of a thousand dollars a day, approximately, 
rathor than take a risk in signing 4 modified contract 


with a bona fide customer who, 86 far as I know, is quite 
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capable of carrying out that contract, and shows a 
disposition to do it as far as I know? 
A--Let the Government make this company play ball. 


There will be no trouble then for them to get powers 


te ee me me oe ee ee me me 


FP. R. MORRIS, K.C, = Examined. 


| THE CHAIRMAN; Sir &dem, “ir, Morris has something 
to say if you will wait, y 
MR. MORRIS; When you are ready for me, Mr. Chairman. 
I want to prove what I have to say with documents, and I 
may be some time. 


SIR ADAM BECK: Does he want some further documents ? 
MR. MORRIS; No, but I think you could have furnished 
them, and I have had to go to Fort William to get them. * 
Mr. Chairman, when you were at Fort William I put in 
Fort W* .liem’s case before you, and everything I said I 
‘proved with a document. I think you will all bear me out 
on that. You have a complete brief, each of you, ana I mde 
no statement that I did not back un with a document, every- 
thing I said. 
Before I start back over what was in that Port William 
ease, since I have been home I obtained from the City Clerk 
of Fort William this contract that Sir Adam leck has referred 
to thet was lost to the Hydro from the Consolidated Elevator 
Company. Here it is, here is the copy signed by Mr, Gaby. 
It calls for 600 h.p., or about 500 kilowatts. Sir Adan 
gaia the other day 5000 hep. and he says again today 5000. 
| COMMISSIONSR HANEY: Q--So that your contract with them 
is only for 600 ? : 
A--That was all the contract that he proposed to ma Ke 


i. with the elevator company, and which he said was a contract 
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lost to Hydro for 5000 hep. Well, 5000 hep. would 
represent pretty nearly the whole elevator load of the) Cities. 
I will read you what occurred. I have got the original 
copies here, and I will file ep with yous 

HON. MR. LUCAS; Mr. Chairman, all this was placed in 
the hands of Mr. Wegenast yesterday, everyone of these 
documents, which Mr. Morris proposes to read, 

MR. MORRIS; That may be very true, but Sir Adam 
said he had lost a 5000 hep. contract through Fort William, 
and I am now putting the contract in to show that it doesn't 
mean that. I have been forced to produce this contract, 
because I don't guite appreciate why the statement should 
be so exaggerated. | | 

HON. MR. LUCAS: Mr. Morris, what do you know about — 


other contracts ? r m 
MR. MORRIS: That is the only one I know of. 
SIR ADAM BECK: There were four others. 
MR. MORRIS: We don't know about four others. 
SIR ADAM BECK: Wo, but we kmow. | 


MR. MORRIS: You haven't applied to the city of 
fort William, i 

SIR ADAM BECK: Four applications. 

MR. MORRIS: This is the only one. 

HON. MR. LUCAS: That you know about ? 

MR. MORRIS; This is the only one you heve notified 
us of. 

THE CHAIRMAN: Mr. Iucas, you spoke of there being 
others. That is the only one you gave Us. 

HON. MR. LUCAS; Well, the engineers know about that, 
but I assume the file shows everything that is to be shown 


in regard to that. 
THE CHAIRMAN: We were told that there was 5000 hep. 


lost to Hydro. 
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Sik ADAM BECK; I said thst we Red ian peaeoee for 
5000 h.p., and we have those applications. 


MR, MORRIS: I understood you to say a certain piel hc og 
2 SIR ADAN BECK; That was a contract already entered 
into, signed and sealed. 
HON. MR. LUCAS: Just allow me to state once more 
how utterly impossible the situation for us is. You 
call Mr. Morris who has been quietly sitting here for 
four or five days preparing a brief. What he is now 
about to say will be published in the newspapers, and it 
is utterly impossible, as matters stand, for us to 


defend ourselves, becauss we have no idea whatever of 


what he is going to say. x 
THE CHAIRMAN: I don't know why you should say that. 
Mr. Morriae is here, he was hore last week several times, 
If you have read the evidence that was given up at 
Fort William, which you have a copy of, that covers, ue 
fancy, pretty well all he is going to say now, | ei 
HON. MR. LUCAS; If he hag anything new that wasn't 
already published at Fort William then we have no 
Imowledge of it. We have no officers here, or no material 


with which to answer it. 


THE CHAIRMAN: I have no idea what he ie going to 
speak of. 

HON. MR. LUCAS: . Therefore, it would be quite 
impossible for as to make any answer to gnything material, 

THE CHAIRMAN: You haven't answered his old material. 

HON. MR. LUCAS: If it is only old material he ts 
going to present, then he can only have one thing to | 
tell, that is, vhat he stated at Fort Willian. 

THE CHAIRMAN : I think your men here know all about 


it. TI don't think you will be préjudiced at Qa tS wine 
HON. MR. LUCAS: He has done that, and his statement 
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its on record at Fort William. If there ig anything new 
to Supplement it why the anawer to that ig we haven't 
_ any material. 
THE CHAIRMAN: If hoe bringgout something that you 
want to have an onportunity to answer the opportunity will 
be granted. 


at HON. MR. LUCAS: _T point out, Mr. Chairman, that we 
have no material to answer anything new in our defence, 


-? 


THE CHAIRMAN: It isn't necessary to deal with it in 


- 


‘@efence. 
HON. MR. LUCAS; If I have made myself clear then, 

if he wants to rehash what he stated at Fort William 

the purpose is obvious. _if he has anything new, (ile it 

is unfair, because we cannot answer it at the moment. _ 
MR, MORRIS: Anything I have to say will be in line 

with what was put in at Fort William. It relates to 

what has been ditected against Fort William, which I 

aeaye & proper right to answer. 

“THE CHAIRMAN: You are quite within your rights. 

MR. MORRIS: One of them was this contract, and I am 


ty 


; “correct in saying pee it was for 669% hee I am only 
going to give you my ath that it must not be lost sight of, ‘ 
that e company like the Great Lakes Company spending | 
three or four million dollars in plant, there has got to 
e be a fair assumption that even if they fatl the plant is 
Ei choxe and someone clse will come over and use at least some 
of it. You have got to take that into consideration. 
¥ Mr. Chairman, prior to the submission of the Hydro vote 

in Fert William the Commission appezred before us there 
oe there was plenty of surplus power as I have shown. 


A I filed a chart and verified it. I don't ask you to take 


the statement from me, and Fort William was getting power _ Mi 


for $20, and Port Arthur for $14, under, of course, different — 
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conditions, and they had to Step it down themselves, 

At Port William, I put in verbal statements, at least 
exact quotations af what was aid by MY. Espenschide of 
the Hydro. They were taken down in shorthand at the 
time, and those you have, ana in this statement it was 
represented to us that the price of power would be the 
Same in both oities, ‘ 

It was also represented that either the Kam pense 
would be expropriated or Dog Lake develeped, It was also 
represented that werk wouldn't be gone on with during 
the war while costs were high, which was what we were afraid 
of. p 4 3 ve 

In addition to thoso representations which were made 
by Mr. Espenschide, you have read here today the 
estimates that were furnished us,in connection with this. 
particuaar vote, by Mr. Gaby and under his signature, They 
were read just a moment ag0 by Mr. Harris, ond they show 

Ait was Dog Lake development, Dog Lake price, and equal 
rates to both sities. I 4180 put in the brie? I handed 
to you at Fort William, and a copy of the Resolution 
submitted, the first niatieoties which read this way: 
(Mr. Morria reads from plobiscite) is 
That shows you what Fort William voted One 
Now, I have been through the Fort William files, all 
of them, and I can find no cotrespondence, or anything 
more, after the vote wag taken, to show anything 
different other than Dog Lake, and none exists to my 
Imowledge. If the Hydro ere able to produce anything, 
all very well, I oan assure you I would have produced it 
if I had found it. TI have taken everything off the city's 
files,in connection with this matter, and put it in the a 


brief for your use. 
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It is still stated by Mr. Gaby, right along, that 


“ 


the price of power will be the same for everything that is 
stepped down, Mr. Harris asked Sir Adam if the price on 


-~ 


power would be the same if it came in from Dog Lake. 

a Cannot see that he answered you, for this Pieter: 

He did and he didn't. He said that they would have to add 
the extra cost of transmission from certain points, wie bia 
it was at Bear Point or gt the Mission. That tent my 
point. If this power that was to be sold to the Great 


Lakes Company came into the central sub-station, ..where all 
power has to go that has to be steppod down, then it 


would have to go back to.Bhak Point, which would be further 
than the Mission and then the price would be the same, 


but it is because they do not bring it into the central 

sub-station but lop it off as they go along, as they come to 

& manufacture they lop it off, that that difference exists. 
THE CHAIRMAN: I don't quite understand. You say = 


At wouldn't be closer ? _ A--Bear,, Point wouldn't be 
any closer to Dog Lake than the Mission. It is just because 


‘they go down to Nipigon which makes Bear Point closer 
to the Mission, but even in that case, you see, they 
have brought it into the central sub-station and ateppea 
it down to 22,000 volts, and sold it to the Great Lakes. 
It would ther come in there and go back to Bear Point. — - 
As I gay, they lop it off as they go along, but even then 
that wouldn't have existed if they had gone to Dog Leke. 
They could still lop it off but Bear Point would be as far 
awey as the Missions 

THE CHAIRMAN: Q--Could they lop it off if they 


same in from Dog Lake 2 _ e 


SIR ADAM BECK: Supposing it wasn't os far, supposing 
Nipigon was on the other side of Fort William, and it ih 
was four or five dollars sheaper to deliver to the Mission 


than to Bear Point, would you use the sam argument? 
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A--I would say Bive Port Arthur the same rates. 
Q--So0 that the cost to these two municipalities will be 
the same, one price ? A--That is what I say. 
COMMISSIONER R. A. ROSS: If the Commissi on locatca is 
Fort William, would you in Fort William want to qeeniaene 
cost of that extra transmission line over to Bear Point ? 
A--Why, yes, if it reaches through there and goes to 
both tities. why, certainly. After all, the whole scheme 
is Linked up together, The success of one depends 
greatly on the other. h } 
Qg--You would then be willing to pay for the lpr) 
that is to say, giving the advantages to the other city Ts 
A~-I would like to do everything to keep that development. 
Q--Neither Bear Foint nor the Mission are in the | 
municipalities, they are outside ? A-~-Exactly, but as 
to that I would say this to you, Mr. Ross, that I am quite 
satisfied that wherever & project for elther city means 
success to that city, then it means success to them both. 
if they could get the price of power equal in both cities, 
to the boundary lines of those cities, we could let the 
industries take care of it from there. 
‘THE CHAIRMAN; Q--Are there any harbour facilities at 
Bear Point ? A--No, The breakwater must be three 
or four miles from there. This plan shows you how far 
the broakwater goes. It stops away up there (indicating 
on plan). 
Q--If industries located there would there have to be 
much money spent on harbour facilities 7 vy 
A--A breakwater gets into a tremendous amount of money. 
There must have been, I think, twenty millions of dollars 
spent on the two harbours NOWe 


Q--Twenty million dollars already spent ? <A--I should 
think so. 
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Q--And largely spent at the Mission? 


A--Well, there 
ig a bay, or turning basin dug out around the Mission site. 
All this portion that is coloured green, south of the 
Kaministiguia River, belongs to the Canadian National 
Railway se | Nena: 

Q--And all the harbour facilities required are there now? 
A--lt ig all dredged, and the bulk of our elevetors are 
up here (indicating on plan). ie 
g--There would be no harbour facilities at Bear Point 
then? A---No, it is wide open, it is rock shore. That 
is what I have to gay as to representations that were made 
at tho time. " 


Q--it seems to me, you know, that that power line is 


a 


at 


the most serious difference, as it were, between the te 
parties. Do you agree with Mr. Gaby os to the cost of 
$500,000 = A--No, I had a power expert with mo, 

Mr. Robinson of Montreal, and he thinks it is very much 
out of the way. Jt is cll right for them to say se, 

but why didn't they make a real estimate ? Sir Adam 
read to you the other day a telegram from the Chairman of 
Public Utilities at Port arthur. I musy say that 

when I heard it I Was rather disappointed, because there 


ian't as much feeling between the two cities as yon think. 
There are # lot of good citizens iy both cities, and very 


friendly to each other. 
Q--Do you speck to each other ? eh 
h-~-We do more than that, so far as I am conccrned ‘ 
personally and I know I can speak for Fort William, 
generally. We recognize this thet the success of one is 
more or less the success of the other. If an industry 
should go out of business in one city or the other, that 
is something that affects the other because our labour moves 
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from one city to the other, so that one city that 1s good © 
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would have to Carry the one that is bad. If we want 


~* 


Port Arthur to be g00d we want to be good ourselves, and 
while we have friendly rivalry, and like to get all the 
industrios we can get, if we cannot get it we want them 
to have it, ond I think the position I have taken here 
all along bears that out. A tremendous amount of money 
has been spent in developing the harbours of both cities, 
and we want the industries for both cities. 

The telegram from Port Arthur, which Sir Adam Bock read, 
Means this to you: _, Enforce the Hydro-Electric Act". 
If that is consistent then it means you must enforce W 
the Hydro-Hlectric Ast all round. It is not consistent 
cing it doesn't. If Fort William took that attitude of 
saying enforce the Hydro Blectric Act then we would be 
before tho Courts, or before you, or some other body 
compelling the Hydro to deliver and collect the cost 
of power during the next four years when we are not 
taking it. You realize fhe effect of it. We have lots 
of power today, the Kam power is available to Fort William — 
entirely with 35,000 hep. They are supplying our needs 
and have got a surplus of 10, 000 or 12,900 heDe That 3 
power is being sold for around #20 @hepe, and, as I say, 
B if we were to insist that you enforce the Hydro-Electric 
Act, it would mean that Port Arthur would have to pay the 
4 cost of power during the next four yeers, and they 
couldn't compete with uw, they wouldn't be able to live 
if they had toa pay $60 u horsepower. But hore I am today 
: asking you to give Port Arthur an attractive rate for POESE 
Ba ine the next four years when we do not take Lt. 
. Q--That is, the Hydro are now losing annually through ‘- 


- 


not collecting the cost of power from Port Arthur 


S practically the same enount, perhaps, as it might he 
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build tho power line ? Ar-I an going to give you 
the figures. What is $40 hsp.? $400,009 ana if it 
goes on in that ratio: it would be $1,600,000, 

Qe-~So0 really the Hydro is giving far more to Port Arthur -- 
A--This statement .from Port Arthur shows the veg | 
e¢st «cf that transmission line toc ‘the Mission would be 

$250,000. While that is only a capital cost, and as I 
have shown you by this map once, the transmission frine 
would serve our industrial area that is now available. 
I think that Port Arthur shoul& be paying my fee down hee 
for working for them. | 
Q--It is unfair to charge it all up to one industry. 
AnoBut yontees that is only $250,0C6. You have never 
heard my suggest before this Commission that the Hydro 
Electric Act should be forseed om Port Arthur, but I have 
been before you asking you to give boti: an attractive 
price for power. I have been before you asking that 
Port Arthur, who are more interested than we are, be 
relieved of a certain smount of capital cost of this 
development, that portion that is applicable to the 
| Pulp and Paper industry, which would be practically the 
same thing if you carry this deficit until the developmen’ 
gan take care of itself, 
In addition to the disadvantaze to Fort William of 
Port Arthur not paying the price cf the power, at the end 
of four years when we do come in those deficits are 
there for us te help pay off, 
Qvuell$, I should think thas would be chargeabis against 
Port Arthur, just looking at it from the le gal standpoint? 
Aw-I am telling you I dm't care. I am dowm here to get 
en attractive price for power from the Hydro to the hoed 
of the Lakes, and if I can get an industry for Fort Willis Ps 


instead of Port Arthur I will try to get it fairly. 
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COMMISSIONER’ Rete. ROSS: ~You-say~ that “the. Kam 
Compauy has 10,000 h.p. to spare? A--Yese 
Q--We have had some evidence before us that they have 
none, 

THE CHAIRMAN: Oh, yes, they have none. 

COMMISSIONER R. A. ROSS: Another thing, Sir Adam made 
it very clear this morning that this company would be 
charged with the cost of that line when it was ocoupying 
it solely, and that just as soon as other companies came in 
the cost that was chargeable to that line would be divided 
pro rata between the new customers and the old. I think 
that was made clear this morning by Sir Adam. I don't sve 
how you oan get away from this question of capital cos. 
The cost of power 1s practically the cost of moneys 
The operating cost is very little, for labour. It isa 
question of Meteedes (aud depreviatien, and sinking fund. 
It'seems to me that you can't ao arlerbEe ie blse but charge 
that extra cost which has ws to be paid for, you cannot get 
away from it ? A--Well, Mr. Ross, I have shown that even 
in the case of the Great Lakes, if the power came into 
the central sub-station and was stepped down to 22,000 
it would have to go back to Bear Point, and the distance 
would be the same, so that the power price would be the sarc, 
and that is the way it\would bc, that all powsr would £0 
into that central sub-station-~ 

Q--You would then have to pay for the additional trans~ 
mission line into your sub-station between the two 
municipalities, and from there you would have to pay 
for the cost of etenpine down to the transformers and 
transmission lines back to the outskirts and beyond your 
outskirts. You would probably have more cost than by 
charging it dircetly from the 110,000 volt straight over 


to the plant, and putting in one set of equipment? 
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A--That may be truc, iir. Regs, but as I pointed out to 
you we are all here seeking a redress and, to get that, 
we have eot to get away from the present provisions of the 
Act. Port Arthur has got to get away from it or pay a 
cost of $60 a hepe By this telegram, it would indicate to 
me that they want to gét away from it, as far as they are 
concerned, but they do not want us to get away from it. 
SIR ADAM BECK: Is that the recent telegram sent to 
the Commission the other day? A--Ycoa. We are all 
in the position of asking for relief. Fort William 
asking for just the cne price for power, so that it would be 
the same in both cities. You have got to do something anyway'c 
To successfully operate a public utility, in my opinion, 
you have got to get the goodwill of the people you serw, 
and it is essential for the success of this Hydro develos- 
ment that you get the goodwill of Fort William, and once 
you give us an equality of rates to the consumer, so that 
we will have an equal break, you will find that every 
citizen will put his shoulder to the wheel and make things 
go as far as possible. If you don't they won't. 
-{HS CHAIRMAN: Mr. Ross, isn't it a very heavy burden 
to put on a single party to say you mus} put up $500,000 
in order to get power? Might not a municipality be 
justified in view of present prospects in making a very 
* substantial reduction ? 
COMMISSIONER Re. A. ROSS: That is a question, of course, 
if the municipalities want to take the riske 
Be ey not tuink fy ehoule: teltie te ae 
pality that should take the risk, I think it is ths Province 
that should take the risk in this particular case. But that 
4s the same thing if you defer it. We would have no objece 
tion to it Lf it is deferred until the system is able +3 , 


take cara of it. 
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COMMISSIONER R. Ae ROSS: If I paid taxes, I should 
strongly object to paying debts contracted by you people 
in connection with that investment that was made there for 
JOUE Purpome. A--As I stated the othdar day, if you 
were a pulp man going in there you have got three things 
to figure on, freight rates, dues and price of power. 
You do not care what any of the three are as long as 
the three together give you a figure that suit you, 
The Government have got the control of the dues, and also of 
the terms and conditions upon which they make the Winn ousiont 
I showed you a chart the other day showing that the developmen: 
there ig 3 hepe to 3-2 per capita, whereas down here, ou 
the Niagara, I think it is .8, ani I think somebody said, 
for the city of Toronto, the horsepower psr capita is 
ons~-tenth. | 
TIS CHAIRMAN: What is the horsepower sold to Toronto? 
SIR ADAM PECK: The total used here 7 
THE CHAIRMAN: Yese ’ 
SIR ADAM BECK: Well over 100,000 he pe 
MR.» MORRIS: That would be one-eighth. 
SIR ADAM BECK: I think the gommission, in their 
report, anticipats that ina year or two they will nae 
350,000 hep. in the city of Toronto. | 
COMMISSIONER R. A. ROSS: Mr. Morris, what you are 
gsking for is equality of rates ? 
MR. MORRIS: To the consumer’ of hee power and like 
* quantities | 
Q--If you were ons municipality you would gst that. Do 
you méan to be placed in the same position then, in spite of 
the fact that you have two municipalities. You can have no 
kick ? A--Well, we want to got an equality of rates to 
the consumcr. 


Q--That is what I understand you are asking for. That is if 
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what I understand they intend to do when they put in 
that central station ? A--Yeas. 
Q--You cannot ask for equality in surrounding districts, 
but in your own municipalities, and in your own system ? 
A--That is auch a little distance that any industry 
located outside the city, either city, should take cave of 
the cost from the boundary line, so that the price would 
be the same. You can limit that to the two citics. 
Q--Remanber what you have to do. You res down 
to the same voltage that you usé over in the central station, | 
‘and you sell 10,000 outside of your municipality. Now, 
you ha ve got to pay for the eanciee down equipment to 
do that, you have got to pay for the lines to carry it, and 
you have got to pay for the excess cost outside your owa 
municipality, am what I am pointing out is that you have 
then got to ace that that cost is properly apportioned 
instead of putting it on the person that is going to get it 
at the cheap rate ? 
 AnwnYou mean they would get 4t at tho same price as if 
they wore in the city, cnly paying the transmission from 
the boundary line. 
@--Then that woulda’ t pay the cost 7 
 A--Of course, with the big leads of power, like the Great 
Lakes, as I have stated to you we would want the Hydro to. 
make that contract, but we would expect the Hydro to 
offer the same rave to them there as at Bear Pcint.» I soc 
youx pcints ; 
TE CHAIRMAN: ‘Does anyone inow of any other industry 
where they have to pay $500,000 for a special linc? 
| MR. MORRIS: I was going to ask Mr. Rose in that ee 
connection. ; 
SIR ADAM BECK: I think that is the total investmen’s 


from the Nipigon. 
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MR. MORRIS : I was going to ask Mr. Ross, in that 
connection, whether this high tension power line coming from 
the Nipigon could be used for anything else eeathed the " 
one company. 3 

COMMISSIONER R. A. ROSS: Yes. Anewering the Chairman's 
question, every municipality on the Hydro system has to do 
that very same thing. 

THR CHAIRMAN: I is done right here in Toronto. 

COMMISSIONER R. Ae ROSS: It is done everywhere. 

SIR ADAM BECK: Mr. Chairman, I don't know what 
reply you ars making to thut telegram fron port Arthur. 

THE CHAIRMAN: We have made none, Sir Adam. 

SIR ADAM BECK: I will be very glad to tell you how we — 
arrived at the decision to put our transformer station 
other than where it ise Port Arthur at the present tine 
is content to have this power stepped down and supplied 6ast 
of Port Arthur. They think they should not be penalized -- 

HR CHAIRMAN: There ought to be some way whereby 
the cost of undertakings of this kind can be taken care of. 

STR ADAM BECK: If you want to changs the whola Hydro 
principle. The argument in this neal as you hnow, in 

that oentral station, their temporary. station Ls here 

, supplying Port arthur (indicating on plan), (or on table), 
ani Port arthur might well say "If you want to go to Fort 
William charge them with what 4t costs to go there.” 
Kitchener and Waterloo are adjacent points, they are like 
one City, ani yet Waterloo pays $1 or ¥2 moré for their 
power because of the additional distance from the sam 
station that we are supplying Kitchener out of. In this 
cage, ws have decided to come round Port Arthur and go tO Oo 
central point and thus got gnto Port Arthur and Fort Widiian, 
and have the same price prevail 4n both, so that thesc 


two municipalities are onc, as it werc, but that docsn*t 


rl ; ry K ‘ve 
rap fade nt 2008 ot Hey re “gutog s 


ER: s = ty 
* 0 at nance stitt “Wet woredad ify drt Byers aodte 
7 a; ' 

re  38f es fle sd bate sadatne ae heen 


wemtindd off gat tower, 12a¥ : BE0H oh Hh sor aa 0 
| of oF Beit aateye, Oro add no wt thug to tana tive | a eo ji 


ve 
R83 
rug 


a 


Dy aginst 7aEe ev 
sotto tot ft exon “tae $nob at aa : HAMA TARO Cea 


of convitieees ye ea08 my i sBBOT i re ammo mension 
‘ Pe apt 


At ie woust t ‘ats ‘ emt tano pi oibha AG #18 ae 


He ey 


Vasdtrd tied rox menyoced tuts of gatas ve ude wie 
i { on “858 SLE 9a @Becs: ovat “pu? Heep ome 


+ 


oe Hou ney ane oF bata? “se reter ou lin t : Oy ‘hog ate 


OF, 


oftats a. ainsotenend ‘naa beams! a. deinkood 


Arieg a Goreq vel ‘te. sci f0% aad TS: sod dust! + nomen 


Fane io htgges Sire wos Bat gaat: “coe0% alse ovat oF tem aa0o | ak 
oe Ee ; He 
yam Berg.s Sothk od ou pivots wed alata yen eacer tod | to 


u “dowdy wer ame Ri oi dity.c0. Senge SMALL HO a or neta 
nto et x89 pie 


ifs od. Ha, Babi eg to dessa ban ‘to. -tao0 x 


¥: 

re s 

y ¥ 4 
+e 4 


eae ater Fas sada oe Fong, Boy ‘tI. : HOw Madara (9 


“ 


att grocet: ache a ford tag ae, irae» eat otatsing 


Head pb fot nda TERE ro five, abe t ~o.kdate La ntaeg” 


i 4 jen 
*% wy * th oy 
© Ce Le of ao 20) (qa To shies od Si). Toate ca 4x0 sent lgae aE 

aa Oe, 


er0O% GF on of pany 1% Sym Gae ‘Tol fg tas evita, sot 


aes (a) E z . 
af "eotoeds o9 o¢ Btpoo t+! hade 4 moat eames iat con 
. , , ae 5% 
wo CERE ots yodt os yxtoqg Jroostia exes oo Liston f Bees ‘tension: 
ee ; (5 - at 


oh RE eRS 6% 2t0ct AW . te iy eyed oofvetey toy bys ord 


ee 
~~ te els all 
./} 


7 fe oth i 
st oe whale uP * a si a or 2 
Ak a) hue yee he arts hie eid o Nes te} TS Lato H Ae h ne att za S20 Boa¢ ; 
wil Yee ; AS j ¢) 
‘ apa i 7 . 

H “ aK x = ‘ > - ad J ens 

ef ra wee pe pt Sa FUG He } : a} ah BE Aes EN ae “ey veda? 2 
ore athe ” s 
TD CEeY ct 
. “ f+ 4 : 
or wy OD” Di 3 es iw ta TOT Ban: I. 8705 OF. Sof toad BY art’ on! 
ay : aes ne as é ‘i Ae Ee 
os Brees Pg ve ml cei > pe ees TK : aby 5 

ait LEO PTOR Ae added $294 oval ton sods Ata tog fonda 


< Loe it 

8 ,Atod 4 Lievory buna mee ont wast ae 

er coat a Lala Se on a 

ned gOtoe tf 88 1200. “ih Rone be 

ee aa oa 
i VA 


mE 50— 

) apply to Kitchener and Waterloo, or Galt ani Preston, end 
all those towns. Now, they went to be left alone and not 
be penalized by having to go here (indicating on table) 
to supply you. 

MR. MORRIS: But if it oame into the central sub- 
stationat Dog lake it would be as far to Bear Point as to 
the Misai on. 

SIR ADAM BECK: ‘The object is this, to take the 
110,000 volts, to cross here (indicating on table), and 
therefore stepping down at the nearest point to supply both 
end have them on the one set of equipment. 

COMMISSIONER Re. Ae ROSS: ‘That is the original place. 
If there was only one municipality there would be none of 
this trouble. That is the only location for the station. 

MR. MORRIS: Referring to this telegram from Port 
Arthur, as I said, it is asking you to enforce the Act, 
ana I an showing you what it would result in. 4% would 
absolutely bring disaster on themselves. We aro conceding 
them more benefits than we are asking for. The cities of 
Port Arthur and Fort Williem are interwoven. Our people work . 
in one oi ty of the other. I think every car that stands 
in front of the block that I am in has a Port Arthur man 
in it working in Fort William, but living in Port Arthur. 

7 We want them to stand up, and all their industries to stand 
up. it is to our interest to have them do 80. 

COMMISSIONER HARRIS; I understend it is your present 
opinion that Fort William would be satisfied if a fixed rate 
should be made to deliver power at a point between the two 
cities, a municipal rate, say, and possibly a special rate 
for pulp purposes, and have it worked wt on a basis that 
the deficits would be carried 458 long as it is necessary, 
and that Fort William would be prepared to waive any advant 


age that they might have in coming in four or five years 
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later ? A--Well, I dian't know I put it thet way. 
| Q--That is what you said ? A--Yes. What I want for 
Fort William is an equality of rates. By that I meam that 
the price of like power at like periods ant in 1ike 
quantities shall be the same to the consumer no matter 
‘where in the zone he may be situated. 

Q--This will have to be carried over a period of years; 
for a few years deficitswill have to be taken care of. Now, 
you do not want those deficits allotted between Port Arthur 
and Fort William ? A--They will have to do that, they 
will have to go on. I don't kmow how that would work out, 
though. ; 

COMMISSIONER R. A. ROSS: It would naturally show in 
the cost of your power. 

MR. MORRIS: I¢ would work itself out, I think, but 
what I do gay is that we are satisfied the Act should not be 
enforced on Port Arthur now compelling them to pay cost, 
in fact, we don't want you to do that. It would put them 
out of business, and you would put that much more load on 
us. It dcesn't matter what any other people think about 
the rivalry between the two cities, it ien't as bad as 
people think. 

Q--Supposing these deficits in sevén or eight years 
should amount to a million dollars, then they would begin 
to be wiped out, and perhaps Fort William wouldn't be in 4 
position to accept the same sort of agreement 4s Port 
Arthur in wiping them out. 

MR. MORRIS: We both have our agreements nOWe 

SIR ADAM BECK: You are legally bound to make up the 


MR. MORRIS; We would have to help make up that deficit. 
"$IR ADAM BECK; I don't think we could force it upon 


you. 
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COMMISSIONER HARRIS; But it would be the proper thing 

to do, taking everything into consideration. 
} SIR ADAM BECK: I agree with what Mr. Morris barat 
that the Government should take it up. They control the 
pulp, and they control the business up there entirely. 
They authorized us to go on with this development, directed 
us to go on, and they should find us a market there for this 
power and not penalize those two municipalities. 

- GOMMISSIONER HARRIS: Of course, they 414 all in their 
porer to make a market for it. 

SIR ADAM BECK; They got their dues. 

COMMISS TONER HARRIS: A Government has got to have 
money, Sir Adem, and this is one of their sources of 
YeEVeNuUe » 

STR ADAM BECK: They assumed the responsibility of 
telling uu to go on. 

COMMISSIONER HARRIS: At your request. 

SIR ADAM BECK: Certainly, we ha@ to mke the request, 
when they asked us to provide for those limits, ' There is 
no doubt about that. | 

COMMISSIONER Re Ae ROSS: When the new Frovince is 
ereated, will they take the natural resources Spe 
them ? 

SIR ADAM BECK: ‘They are going to get rentals out 
of this development. 

MR. MORRIS: I think that covers nearly everything, 

Mr. Chairman, except that I would like you to bear in mind 
about that telegram ‘of Port Arthur's. 81600, 000 would be 
relieved of in the meantime, and they are certainly before 
you asking for more relief than we are. We are fighting the 
battle for them. If we are going to change the Act at all 


chenge the whole thing. P 
COMMISSIONER HARRIS: There will have to be a lot of 
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changes made to get over this situation. 
TIS CHAIRMAN; Have you anything to say, Mr. Pope ? 
MR. POPE: No, sir. 
THE CHAIRMAN: This concludes the hearing on the 
Nipigon, for the present. 
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